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NATIONAL POLICY AND ISSUES 


PROBLEMS OF INDUSTRIAL ECONOMIC RESPONSIBILITY SYSTEM ANALYZED 


Beijing JINGJI LILUN YU JINGJI GUANLI [ECONOMIC THEORY AND ECONOMIC 
MANAGEMENT] in Chinese No 5, 20 Oct 82 pp 47-52 


[Article by Zhao Suying (6392 4790 5391]: "Proolems of the Economic 
Responsibility System in Industry"] 


[Text] I. Understanding of the Economic Responsibility System in 
Industry 


A. The Concept of the Economic Responsibility System and Review Standards 


The economic responsibility system is the system by which the workers and 
the worker collective of enterprises under popular ownership take on 
certain responsibilities in their own economic activity, under state plan 
guidance, to achieve overall economic results for society. It includes 
relevant rights and suitable economic interests accorded them for the 
purpose. In other words, the amount of economic compensation which the 
workers and their collective gain depends on hcew they exercise their 
economic rights and bear their economic responsibilities. Economic 
results are the standards used for review. The economi responsibility 

is a management system which directly interrelates economic responsibility, 
economic powers, economic results and economic benefits. 


The main objective of the economic responsibility system in industry is to 
handle correctly the economic relationships between cogizant department 

and the enterprises, between enterprise and enterprise, between the shops 
within an enterprise, and between teams, groups and workers, under the 
guidance of the state plan, to handle correctly the economic interests of 
the state, the enterprise and the individual employees, to correctly delimit 
the powers of the central management organs, the local management organs 

and the basic-level enterprise so as to make full use of the activism 

and creativity of each level, and to increase society's aggregate economic 
performance. 


In the current stage of socialism, every state-run enterprise has two basic 
tasks: the first is to provide new value, i.e. to pay profits to the 
state and the second is to create utility value, i.e. to provide society 











with products of satisfactory quality, in adequate amounts, at reasonable 
prices, and in the w ‘ted varieties. Therefore, examination of enterprise 
management quality and iicnagement results must take account of both value 
and utility value: ultimately, it must take account of economic results. 


Economic results are the comparison of effect with expenditure, i.e. the 
ratio of utility value obtained in the production process to labor 
expenditure and committed labor. The production objective of socialism 

is that the production departments continuously provide the maximum amount 
of utility value suited to society's needs, so as to satisy the steadily 
increasing material and cultural needs of all members of society. 
Accordingly investigation of enterprise economic effectiveness must 
include the following four aspects: 


1. comparison of actual production with society's needs, i.e. review of 
the enterprise's fulfillment of the state plan, fulfillment of goods 
supply contracts and meeting of market needs; 


2. comparison of utility value of labor consumption, i.e. review of the 
extent to which the enterprise has conserved labor expenditures 
(including living labor and embodied labor); 


3. comparison of utility value with labor committed, i.e. review of the 
way in which the enterprise makes use of all of its labor (including 
manpower and means of production); 


4. comparison of utility value with funds utilization, i.e. review of 

the difference between the utility value actually created by the enter- 
prise and the utility value which could have been produced by efficient 
use of resources. 


When these four aspects are used to investigate and analyze an enterprise's 


economic results in socialist production, a complete system of indicators 
rather than a single indicator must be used. Although at present there 
may be differing opinions regarding ways of setting up this system of 
indicators, one point must be affirmed, namely that the most important 


indicators in the system of indicators of industrial economic effectiveness 


must deal with the whether or not the enterprise provides society with 
sufficient amounts of good-quality, reasonably priced, effective products 
in the desired varieties, and thus whether it can smoothly create value 
and obtain a profit. 


Some may ask what place profit should occupy in the system of indicators 
of for evaluating the economic results of industrial production: Is it 
not an aggregate indicator reflecting enterprise management? Can it not 
be used as the sole datum for reviewing enterprise management results? 

We believe that the main reason that profit can serve as an aggregate 
indicator of enterprise management is that it is inversely proportional 

to production costs and directly proportional to results. But does this 
mean that the size of profit can indicate precisely the magnitude of labor 
expenditures and labor results, and thus can correctly weigh the quality 
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of enterprise results? Obviously not. Our country's prices and tax rates 
are currently very irrational, and enterprise profits cannot be free of 
the influence of these external factors. Moreo er, the basic task of 
production in the socialist enterprise is to satisfy social needs, and 
profit cannot serve as the only indicator of the socialist enterprise's 
economic results. But as an aggregate indicator capable of approximately 
reflecting enterprise management conditions, profit should have an 
important place in the system of indicators of an enterprise's economic 
results. In other words, under present conditions the indicators for 
reviewing the industrial economic responsibility system must both stress 
profit as an aggregate indicator and continue to employ such basic 
indicators as output, quality, varieties, production related consumption, 
production costs and contracts, striving to balance and interconnect them 
properly; they must correctly interrelate contracted profit levels and 
performance on the entire state plan, and enterprise management objectives 
must be included in the state economic plan. 


B. The Objective Necessity of the Economic Responsibility System 


The industrial economic responsibility system started primarily with 
bearing of profit and loss by the individual unit contracted performance, 
and retention of part of profit. It must be admitted that this amounted 
to adopting expedient measures to accomplish state financial tasks, but 

as the economic responsibility system was implemented and expanded, in 
addition to subjecting *’.e enterprise to increased external pressure to 
accomplish state finaicial tasks and internal pressure to strive to obtain 
justifiable profits, it also gave the enterprise the right to engage in 
independent management and unfettered control of some of its funds in 

a legal manner. This greatly stimulated most employees" sense of 
responsibility and honor as the masters of their enterprises and rapidly 
mobilized leaders at all levels to consolidate the enterprises’ initiative 
and consciousness, thus effectively promoting the development of industrial 
production. Why has the economic responsibility system been able to 
achieve such outstanding results? Surely it has not been just the success 
of an expedient. If we seek the necessity hidden behind chance phenomena, 
we will discover the following characteristics. 


First, it constituted continuing development of system reform. One of 
the main faults of our economic management system was the "large rice 
pot" system and the “iron rice bowl system"; the enterprises had to eat 
from the state's single large rice pot and there was centralized control 
of receipts and outlays so that it was immaterial whether a profit or loss 
was posted; the employees all ate from the enterprise's single "large 
rice pot", producing a leveling effect, so that it did not matter whether 
more work or less work was accomplished. The enterprise's gains were not 
related to management results, and employee income was not related to 
labor results. This clearly condoned certain people who did little work 
and poor-quality work, while it robbed some workers who did large amounts 
of high-quality work--but it was referred to as the "superiority" of 
socialism. The result was that the more this "superiority” was brought 
into play, the less internal motivation the enterprise had to expand 
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production, and the less initiative and enthusiasm the workers displayed 
in using their wisdu'’ and knowledge. Since the Third Plenary Session 

of the Eleventh Party Congress, this situation has not been able to 
continue an economic responsibility system combining responsibilities, 
rights and interests has been established and has become an important 
measure for breaking the “laige rice bowl” system both in the higher 
levels’ dealings with the enterprises and within the enterprises. 


The second major fault of our country’s economic management system was 
excessive centralization and overrigid control, depriving the enterprise 
of relatively independent economic powers and interests. Since the third 
plenary session, we have started by expanding enterprise powers, carrying 
out the necessary spot experiments and reforms, and the result has been to 
produce a certain incentive. But this reform still has certain limitations, 
primarily the following: first, the experiments in increased autonomy 
included only profit=making units and not money-losing units, so that its 
scope was limited; second, calculation of profit involved only retention 
of part of profits but not bearing a part of loss, so that there was no 
pressure on the enterprises; third, responsibilities were not linked to 
interests, so that economic performance was not particularly outstanding. 


This makes it clear that in the system reform of the past few years the 
problem of "eating out of one large rice bowl" in the entire industrial 
system has not really been solved, and that our country's route of 
industrial development still requires investigation. The from expanding 
enterprise powers to impleneting the economic responsibility system 
constitutes continued development and bold practice in this area. 


Second, the economic responsibility system is a powerful motive force for 
enterprise consolidation. For many years we have been searching for a 
Chinese-sytle path to modernization. This route should be rather rapid, 
should yield rather striking results, and should produce more benefits 
for the people. The most urgent task in taking this route is to make 
thorough use of existing enterprise potential and to carry out a 
comprehensive consolidation of these enterprises. Put in terms of actual 
results, enterprise consolidation has always proceeded slowly, with limited 
results. Why is this? Ultimately it is because we have not found the 
breakthrough point for enterprise consolidation. AFter the smashing of 
the gang of four, for example, the Capital Iron and Steel Works began to 
work on enterprise consolidation; starting in 1979 it has established a 
set of regulations centered on various forms of the job responsibility 
system. But because responsibilities were divorced from interests and 
remuneration was not linked to results, although the Capital Iron and 
Steel Works’ consolidation was famour nationwide, it still was plagued 

by some thorny problems (such as waste of resources, leakage and spills, 
statistical and measurement problems, product testing problems and the 
like. These problems were not solved by expanding enterprise powers, 

and the restrictions imposed by the rules and regulations did little to 
solve them; but once an economic responsibility system which closely 
integraced responsibilities, rights and interests was instituted, 
unexpected results were achieved. 








Third, the economic responsibility system is an effective method of 
jemocratic management. The use of democratic management is an inherent 
characteristic of socialist economic management and an essential require- 
ment of the system of public ownership of the means of production. It is 
a matter which has been stressed repeatedly since Liberation. But because 
no effective method of implementing it was found, most employees in our 
industrial system remained in a passive condition and felt that there were 
masters of economic management in name only, lacking the powers of masters 
ind unable to assume the responsibilities and duties of masters; as a 
result, they lacked the sense of responsibility and of honor characteristic 
of masters. The implementation of the economic responsibility syster 
provided real content and specific form of democratic management of the 
enterprise and found a reliable road to enterprise management for the 


employees. 


Finally, the economic responsibility system is the objective summation of 
historical economics. During a period after the Second Five-Year Plan our 
country's economic construction failed to achieve the results that it should 
have achieved: the key reason was an erroneous guiding ideology in our 
economic work. This problem has already been sufficiently discussed and 
will not be dealt with in further detail here. 


The current problem is how to do our economic work well by summarizing 

the lessons of experience. We implemented various forms of the production 
responsibility system in the countryside and achieved major results in a 
very short time; this inspired us to ask whether we could not also use 

the economic responsibility system in industry to produce a major turn 

for the better. Experience has shown that this was indeed an effective 
method. It exerted and continues to exert an immense stimulus. This 
effect is manifested not only in the results already obtained, but also 

in problems that are currently emerging, because it is the only the 
appearance of these problems that enables people to discover the causes 

of existing deficiencies amid the all the complexity of economic phenomena 
and to find the clues to resolving the contractictions, thus has enabling 
them to take a new route to economic development. 


[he four points made above already demonstrate that the economic 
responsitility system is by no means an expedient. Not only will it 
inevitably produce the shoots of new progress, but it contains the potential 
for their continued development. It reflects the objective requirements 

of socialized large-scale production. A high level of development of 
socialized large-scale production not only will result in increasingly 
detailed specialized division of labor in the vertical direction, but also 
will promote broader and broader supradepartmental cooperation in the 
horizontal direction. Accordingly increasingly interlocking, inter- 
connected, interdependent, mutually limiting relationships are developing 
between various departments and levels in the national economy, forming 

in organically connected whole. This whole requires both strict division 

of labor and close cooperation, and accordingly the establishment of various 
forms of the economic responsibility system which clearly specify the 








proper responsibilities, duties and powers of the workers and their 
collectives in econ ictivity, so that all will have their own rights, 
duties and place under te plan guidance and will act in coordination 
to achieve their common economic objectives, has become a necessary 
condition for the smooth progress of socialized large-scale production. 


Il. Perfecting the Economic Responsibility System 


The economic responsibility system invulves the domains ~f production, 
distribution and exchange and is a comprehensive reflection of all economic 
relationships within the public ownership system in the socialist state. 
The main problem which it must solve is that of dealing correctly with the 
relationship betweeu the state, the enterprise and the individual and 
clearly delineating their economic responsibilities, rights and duties, 

so as to mobilize the activism and initiative of all pa-ties and to improve 
the objective economic performance of the entire societ,;. The following 
key problems sitll exist in this area. 


A. Base Figures for Contracted Performance and Proportional ities for 
Partial Retention of Profits 


fhis problem directly involves the economic interests of state, enter- 
prise and employee and has a critical bearing on whether or not the 
economic responsibility system can develop smoothly. In practical terms 
it reduces to three possibilities: 


|. if the indicators are set too high the enterprise makes no profit and 
the workers have nothing to strive for, so that their enthusiasm is not 
brought into ;lay; 

if the indicators are reasonable, the state receives more revenue, 
the enterprise retains more meney, the employees earn more, and all three 
parties benefit; 


3. if the indicators are set too low, the results will be either that 
the enterprise will take no risks and will feel no incentive, so that 
there will be no enthusiasm for improving management and increasing 
effectiveness, or some of the increase in receipts will be retained by 
the enterprise and divided up among the individuals so that the state 
will not benefit. 


Of these three possibilities, the first is uncommon and the second relctively 
uncommon, while the third is relatively widespread. The reason is that 

the higher-level offices do not understand the circumstances in the lower 
levels and the lower-level enterprises do not let them know the true 
situation, so that the base figures for contracted performance are not 
scientifically based and the situation is something of a shell game. This 
ibets some enterprises which aggressively make us of opportunities to lower 
the contracted-performance base figures and increase the proportion of 
protits retained, so that instead of seeking unused potential within 

industry they try to take advantage of the higher-level offices. Although 











instances of this type are not numerous, the effects are very bad, and 
there are various difficulties in thoroughly eliminating them. The 
solution of the problem seems to consist of finding some scientific method 
of determining deductions so that the proportion of profits retained 
becomes more rational. For the present we must strictly control 
utilization of the system of part retnetion of profits, and the retained 
protit fund must largely be used for developing production and must be 
employed in combination with the depreciation fund and the major overhaul 
fund. The main use should be for tapping existing potential and for 
innovation and modernization, while assuring normal equipment maintenance, 
and adhering to expanded reproduction by intensive means. This is because 
when the enterprises’ powers are expanded, their own funds gradually 
increase, and outside-of-plan investments and duplicated construction may 
also increase; once the economic responsibility system is implemented, 


this problem may become more severe. In recent years, many light-industrial 


and civilian-use products plants producing such items as foods, furniture, 
washing machines and fans have appeared. While a few products have 
produced rather good results, most of theplants have experienced serious 
problems. Some have suspended or semisuspended production, while in some 
cases new plants have squeezed out old plants, small plants have 


squeezed out large plants, and backward plants have squeezed out progressive 


plants, a situation which has increased consumption of raw and other 
materials and energy and also harmed normal market supply. At the same 
time, in order to solve the housing problem, many enterprises have draw 
on or are now drawing on their welfare funds to build worker living 
quarters and other welfare facilities; here the problem of how to control 
nonproductive capital construction may arise. If it is not organized in 
accordance with an overall plan, it may directly or indirectly harm the 
readjustment of the national economy. 


B. The Rate of Growth of Individual Income 


After enterprise powers were expanded, because the size of bonuses rose 
rapidly, total wages became hard to control. When the economic respons- 
ibility system is instituted, this problem will tend to become more 
serious. Between 1978 and 1980 the average rate of increase in the 
relevant indicators at the Capital Iron and Steel Works were: actual 
profits, 23.06 percent; profits paid to higher levels, 12.89 percent; 
laobr productivity of 111 empleyees, 9.96 percent; total wages, 13.32 
percent; average wage, 12.49 percent; average bonus, 13.38 percent. 
Clearly both total employee earnings and individual earnings increased 
faster than labor productivity or profits, while the increase in bonuses 
was much greater. 


Individual employee earnings (the key to which is bonuses) must be 
strictly controlled, otherwise the financial departments’ revenues and 
disbursements will be out of balance. But what is the yardstick for 

such control? Where is the key point at which control must be applied? 
Currently there is only the rather nebulous idea that the rate of increase 
of bonuses should not exceed the rate of increase of labor productivity 
and of profits. Units which use the piece rate or above-quota piece rate 
should not increase the share of wages in cost per unit output, but instead 
should decrease it. There are two problems here. 








First, are the profits referred to the profits realized by the unit or 
the profits paid to (he higher levels? In general, the enterprise 
operates in terms of pc.’ its realized, while the state receives the 
profits paid to the higherlevels; when the economic responsibility system 
is in extensive use there has been a considerable difference between the 
two figures. 


Second, is the labor productivity referred to the labor productivity of 
production workers or the labor productivity of al! personnel? Both of 
these figures are major plan and statistical indicators of enterprise 
labor productivity, but only the latter indicates the degree of rationality 
of the personnel situation in an industrial enterprise and is useful in 
controlling enterprise staffing and decreasing the number of personnel not 
directly involved in production. 


Based on the considerations above, we believe that the yardstocks for 
controlling individual employee income should be the amount of profit 
paid by the enterprise to the higher levels, labor productivity of all 
personnel, and total wages (including bonuses). The point at which the 
control should be applied is that the rate of increase of total wages 
must be less than the rate of increase in profits paid to the higher 
levels and in the labor productivity of all personnel. In this way, 
individual employee earnings will rise continuously as state revenue 
rises and enterprise output expands, and provided that the limitation 
stated above is not exceeded, the financial organs' balance of revenue and 
outlays and the development of industrial production will not be harmed. 
But there are two more problems involved. 


First, although the amount of profits paid to the higher levels and labor 
productivity change in the same direction, they do not necessarily keep 
pace with each other; when they are not commensurate, how should the 
increase in total wages be calculated? 


Second, the main characteristic of the economic responsibility system is 
that economic responsibility, which is used to determine economic interest, 
is considered in terms of economic results. Accordingly the bonus levels 
should vary in accordance with economic results and in accordance with 
specific fulfillment of the state plan (including output volume, quality, 
varieties, consumption, production costs, contract performance and the 
like). But how do we use this indicator to correct the rate of increase 
of total wages? For the time being we propose a formula, which admittedly 
is not a fully matured one. Let the total wages in the base period be 

A,, total wages in the reporting period be Aj, the rates of increase in 


the various indicators in the reporting period compared with the base period 


be By (i = 1, 2,...,r), and the adjustment factors for the individual 
indicators be Cy (i= 1, 2,...,r)3; then 
r 
A» =A, +E si ics 
i= 


(where i= 1, 2,...,r are the indices for the individual indicators. 











For example, suppose we know that the total wages for a given plant in 
1980 were 1 million yuan, and during the same period in 1981 the increase 
in profits is 10 percent, the increase in labor productivity is 8 percent, 
the decrease in production cost is -2 percent (i.e. an increase of 2 
percent), and the increase in the proportion of total output value 
accounted for by superior-quality and low-profit products is -3 percent 
(i.e. a decrease of 3 percent). Then, let the correction factors for the 
indicators are: (1) an increase of + 0.5 percent in total wages for each 
increase of 11 percent in profits paid to the higher levels; (2) an 
increase of 10.3 percent in total wages for each increase of +1 percent in 
the labor productivity of all personnel; (3) an increase of +0.2 percent 
in total wages for every decrease of +1 percent in the production cost of 
comparable products compared with last year; and (4) an increase of +0.4 
percent in total wages for every increase of +l percent in the proportion 


of total output value accounted for by superior-quality goods and low-profit 


goods. Then, Az? = 100 + 100 x (10 x 0.005 + 8 x 0.003 - 2 x 0.002 
- 3 x 0.004) = 105.8 


Thus the total wages for 1981 should be 1.058 million yuan, an increase of 
5.8 percent from the previous year. if production costs for the plant in 
question drop by 2 percent and the proportion of low-profit and superior- 
quality goods increases by 3 percent, then the total wages are 

A? = 100 + 100 x (0.090) = 109, 
an increase of 9 percent over the previous year. 


C. Vertical and Horizontal Enterprise Cooperation 


Instituting balances and interconnections between the macroeconomy and 
the microeconomy, resulting in optimum control of the national economy, 
not only is an important aspect of reform of the economic system, but is 
also a very difficult problem throughout the world. The economic 
responsibility system not only intensifies this contradiction, but also 
offers a key to resolving it. 


First, the economic responsibility is expressed in terms of horizontal 
relationships between enterprises. For example, in the first stage of 
development of the economic responsibility system, the Capital Iron and 
Steel Works’ sinter plant proposed a major measure for increasing profits 
and decreasing expenditures, namely utilization of the "three sludges"*. 
[It calculated that for each ton of the three sludges used it could save 
about 20 yuan, and if between July and December it used 40,000 tons of 
these sludges, it could save 800,000 yuan in expenditures. This is indeed 
a significant figure for a basic-level unit of a combine. The plant 





* The "three sludges" are river sludge, red sludge, and precipitate sludge. 
River sludge is sediment at the bottom of rivers and streams, with an iron 
content of about 4 percent; red sludge is dust given off by the steel 
refineries, with an iron content of about 5 percent; precipitate sludge is 
the precipitate from iron smelting and sintering. 








immediately went into action; starting in July it mixed 15 percent of 
sludge with the sint.~ mix used to supply the iron smelting plants. The 
result was that the qua: ity of the ore was lowered, and production at the 
iron smelting plant was thrown into disorder. In July that plant lost 1.2 
million yuan as a result of decreased output and increased experses. If 
the practice had not immediately been stopped, there would have been a 
major production mishap. 


Serious problems of this sort made people gradually realize that if the 
focus in the economic responsibility system is only on profit indicators, 
and only profits are guaranteed with no attention paid to other factors, 
or if only the individual unit's economic interest is pursued without 
concern for the normal needs of cooperating units, there may be a 
departure from the objective laws of large-scale socialized production, 
producing chaos and harm in the production sequence. This was why in its 
second-stage economic responsibility system the Capital Iron and Steel 
Works added the factor of "cooperative relationships." It required that 
plants (and mines) cooperate closely with one another and that plants 
(or mines) and offices cooperate closely, all providing favorable 
conditions for each other. 


Second, the economic responsibility system manifests itself in vertical 
relationships between basic-level enterprises and higher-level offices. 
Since the review indicators of the economic responsibility system are 
strict, they should be applied in an upward-and-downward fashion, with 
coordination between higher and lower levels and repeated balancing. 

Not only should the upper levels hand down assignments to the lower 
levels, but the lower levels should discuss conditions with the higher 
levels. But at present our cognizant economic departments are sometimes 
rather high-handed, and many units' indicators are actually held down. 
In the special period of economic readjustment this can be forgiven by 
most enterprises and workers, but if it proceeds for a long time, problems 


may result. This makes it clear that macroscopic policy still cannot adapt 


to the needs of the developing situation. It appears that we are still 
rather far from making the economic system have true horizontal inter- 
connections (through economic contracts) and vertical communication 
(through economic responsibility). To move closer to this goal to and 
promote solution of our »roblems, we must adopt the following five types 
of management techniques. 


“irst, management measures, of three types: 


(1) practicable economic plans specifying the direction and speed of 
development of the national economy, its basic scale and its main 
proportionalities, and defining the basic tasks which the enterprise must 
take on for this purpose; 


(2) differentiated management methods, giving different degrees of 
dec ision-making authority for the economic activity of different enter- 
prises, so that they will become relatively independent economic units; 
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(3) various necessary rights of intervention making it possible to issue 
various price-limiting, quantity-limiting and compulsory goods supply 
orders to enterprises during specific periods, or to order enterprises 
to subdivide, combine, cease production or change production in case of 
need. 


Second, economic measures, of six types: (1) improvement of the commodity 
circulation system; (2) establishment of various types of economic 
centers; (3) use of various economic levers; (4) establishment of various 
specialized companies; (5) developing competition under plan guidance; 

(6) developing the contract system in which producer and consumer are in 
direct contact. 


Third, technical measures, of two kinds: 


(1) economic surveys and forecasting: the establishment of economic 
information and economic consultation offices to make possible compre- 
hensive, timely understanding of various types of economic trends and 
economic data; 


(2) establishment of economic staffs and economic advisory groups for 
comprehensive evaluation and conscientious inspection of the decision- 
making and implementation aspects of our country's economic plans 
(including both macroscopic and microscopic plans). 


Fourth, legal measures: improving economic legislation and the economic 
enforcement system and establishment of economic oversight and economic 
inspection offices so that economic laws and regulations can be used for 
stringent control and resolute eradication of various types of illegal or 
anti-discipline activity in economics and for determination of the criminal 
responsibility of the parties involved. 


Fifth, political measures: relating material incentives to spiritual 
incentives; intensifying political and ideological work in parallel with 
the stress on the principle of material interests; and teaching the cadres 
and workers to exhibit the patriotism and honor of the Chinese people 

and a spirit of communist morality, to consciously straighten out relation- 
ships between the state, the enterprise and the individual and to use 
appropriate measures and procedures to obtain appropriate gain. 


If the abovementioned administrative, economic, technical, legal and 
political measures are organically combined so that they influence and 
interpenetrate each other and form external conditions by which the 

economic responsibility system can develop smoothly, then provided that 

we use them suitable and effectively and concentrate on maintaining the 
unity of content and multiplicity of form of the economic responsibility 
system, we can predict thac the economic responsibility system will assuredly 
develop and improve continuously and will gradually make the changeover from 
a low-level form in which profit indicies are reviewed for the individuals 
units, to a high-level form in which there is horizontal interconnection 

and vertical communication and the performance of the state plan is assured; 
this will exert an increasingly great influence for the rapid development 

of the national economy. 
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ECONOMIC PLANNING 


AN PINGSHENG SPEAKS ON INDUSTRIAL DEVELOPMENT 
Kunming YUNNAN RIBAO in Chinese 12 Nov 82 p 1, 3 


[Article: "Give Full Play to Role of Present Industrial Base, Grasp Resources 
and Communications, Increase Capital onstruction Levels, Expand Urban, Village, 
Commune, Brigade Collective Enterprises" ] 


[Text] Speaking at the fifth plenum (enlarged) of the third CPC Provincial 
Committee, Comrade An Pingsheng elaborated on the importance, guiding ideology 
and specific programs for developing the industry, energy resources, communica- 
tions, capital construction, urban collective economy and communal brigade 
euterprises of Yunnan. 


The development of industrial production depends mainly on persistent pursuit 
of better management and better technology built on th existing industrial 
foundation. [in boldface]. 


Comrade An Pingsheng said the development of agriculture is still the foremost 
task in the endeavor to quadruple the total industrial and agricultural output 
value of China by the end of the century as called for by the Twelfth CPC Con- 
gress. This does not imply that industrial development is not important. It 
is. There is no way to multiply the total output value and achieve moderniza- 
tion of agriculture unless the industry develops extensively. The extent of 
industrialization is still an important mark of the wealth and strength of a 
nation. What must be done to help the industrial production of Yunnan multiply? 
This calls for expanded reproduction by using the existing industry in order to 
multiply. If we could double it in a comparatively short time, say within 10 
years, it would be a beachhead for quadrupling it. Of course, to quadruple it 
could be as difficult as to double it, but once it doubled, it would be easier 
to quadruple it. An important strategic measure for at least the next few 
years is to push for multiplying the increases built on the existing industrial 
enterprises. 


There are 7200 industrial enterprises (2400 of which are state-operated) in 
Yunnan with fixed assets amounting to 9.65 billion yuan and nearly one million 
workers. They form a sizable base, though not very large, and their potentials 
are far from being fully exploited. The key to industrial development in the 
next 10 years at least is to exploit fully the potentials of the existing in- 
dustrial enterprises to achieve higher economic effectiveness at a faster pace. 
There lies the hope of Yunnan to multiply its industrial production. 
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(1) Act resolutely to reorganize all the existing industrial enterprises in 
three years. The reorganization must usher in a brand new industrial leader- 
siip core and much greater economic effectiveness. It must tackle the prin- 
cipal contradictions within the enterprises. As long as the leadership is 
resolved to rely on the masses to forge ahead unrelentingly, the reorganization 
will proceed smoothly and production and management will return to the right 
track. First, spare no effort to reorganize and establish an effective leader- 
ship ship core in order to usher in step by step a centraiized democratic sys- 
tem of leadership. Second, go a step further to conswlidate the system of 
economic responsibility, and put into practice specified personnel and quota 
parameters. 


(2) Introduce well planned and step by step technological transformation to 
the existing enterprises. Yunnan set aside over 440 million yuan last year to 
introduce technological transformations to 634 industrial projects. Many of 
these projects have gone into production, an important contributing factor re- 
sponsible for the increase of industrial production, especially that of the 
light and textile industry, in the past two years. The problems which still 
haunt us are that more money is spent for capital construction than for the 
acquisition of new equipment, and more for reproduction than for quality im- 
provement, more designs and varieties, and the competitiveness of products. 
The pursuit of technological transformation of the enterprises should focus on 
first, to invest more in the development and conservation of energy; secondly, 
to renew industrial processes and equipment to promote the production of new 
generations of products in order to raise their quality and variety; and third, 
to raise the quality and quantity of production to satisfy market demands by 
developing highly marketable and acutely needed products in order to strengthen 
the links of production. 


(3) Do well the work to readjust, regroup and combine the industries so as to 
rationalize the structure of industrial products and organizations. The re- 
grouping and combination of the industrial enterprises are bound to take place. 
The various localities and departments should move forward actively to complete 
their investigations and studies. Compartmentation between different depart- 
ments and local barriers should be removed during the readjustment and reform 
of industrial structure to facilitate the readjustment of the enterprises. 
Work for economic integration of industrial processing by reorganizing the dis- 
located units and concentrate on the most marketable and famous brands of end- 
products. Take a further step to bring about methodically the regrouping and 
combination of industry by offering equitable solution to the economic inter- 
ests of all the units which are being integrated. The guiding ideology of in- 
dustrial production should focus on economic effectiveness in order to enhance 
productivity and to utilize all the resources to create even more material 
wealth to meet the ever increasing requirements of both city and country people 
for their material and spiritual lives. 


(4) Yunnan is rich in natural resources, especially water power, phosphorus, 
coal, salt, non-ferrous metais, rare metals, and precious metals (gold, plati- 
num, etc.). The way to exploit and utilize the natural resources rationally 
in terms of overall and comprehensive socio-economic effectiveness should be 
carefully deliberated and studied. To speed up preliminary preparations, it is 
necessary to draw up diverse programs for their further exploitation and utili- 
zation. Technological and economic deliberations should be included as items 


of Long-term planning. 
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(5) One ot the measures to develon industrial production by relying on the 
existing enterprises ‘s to educate and train the staff and workers as well as 
cadres. The responsib. comrades of the industrial departments and enterprises 
should be far-sighted enough to review past experience and find ways to get 
this task under way. The educational departments and trade unions should coop- 
erate and support it. 


Strengthen the construction of energy resources and communication. [in bold- 
face] Comrade An Pingsheng spoke emphatically about the need to strengthen the 
construction of energy resources ard communications. He said that due to past 
neglect in basic energy construction, there is not enough energy produced to 
meet the demand, even though Yunnan abounds in water power and coal. Moreover, 
the ratio of the heavy industry in Yunnan which consume more energy is greater 
than those heavy manufacturing industries which consume less energy. Energy 
shortages become more acute as heavy industry begins to resurge along with the 
overall development of industry and agriculture. This makes us feel helpless. 


The solution of the energy problem calls for exploitation and conservation. 
First of all, the renovation of the thermoelectric generation plant at Pupincun 
and construction of a thermoelectric generation plant at Xiaolongtang are two 
key projects to provide energy for the latter part of the "sixth five-year" and 
the early part of the "seventh five-year." Find a way to exploit their poten- 
tials and to transform the coal and electric power generating industries into 
an integrated unit. At the same time, strengthen the initial capital construc- 
tions for hydroelectric power generation and exploration for energy resources, 
and do not “wait till the last minute." Secondly, make it a policy to support 
the coal industry and encourage the localities, counties, communes and produc- 
tion brigades to work actively for coal and hydroelectric power. Thirdly, con- 
cientiously carry out all energy conservation measures, and do conserve energy 
by hook or by crook. Improve the supply of energy by enforcing uniform distri- 
bution, supply by quota and use according to the work assigned. Make an allout 
effort to achieve technological transformation and renewal of equipment in 
order to conserve energy, and act firmly to eliminate in an orderly way all 
backward equipment which consumes too much energy. Readjust the structure of 
industry to insure effective operation and energy conservation so as to secure 
maximum comprehensive economic effectiveness. Fourthly, find solutions to 
striking energy problems in the villages. Encourage diverse ways to deveiop 
energy, including the use of coal, development of fuel forests, biogas tanks, 
improved stoves, and utilization of solar energy. 


In discussing the state of communications and transportation, Comrade An Ping- 
sheng said the backwardness of communications and transportation has thwarted 
the economic development of Yunnan. He said since only 26 of the 131 counties 
and cities are accessible to railroads, the rest have to depend on motor ve- 
hicle transportation. The most urgent task in recent years has been to improve 
highway transportation. First, strengthen the repair, maintenance and techno- 
logical improvement of the existing highways in order to upgrade their standard 
and capacity. Construct according to projected plans and order of priority 
economic trunk routes, dead-end and village roads. Secondly, strengthen the 
management of transportation, reorganize the transportation market, and drive 
for planned and rationa! transportation in order to uplift the overall economic 
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effectiveness. To bring into full play the existing transportation tacilities, 
11] popular transportation facilities should be organized to supplement the 
principal services provided by the specialized motor vehicle transportation run 
by the provincial, local, prefectural, and county authorities. Thirdly, step 
up the renewal of notor vehicles, a program designed to conserve energy and en- 
hance the economic effectiveness of transportation. This should be coupled by 
a drive to conserve gasoline. Fourth, organize the popular folk transportation 
facilities; bring into full play the collectively owned transportation enter- 
prises; make good use of transport services provided by horse-drawn carriages, 
wheelbarrows, horse and ox caravans, motorized boats, sailboats; and construct, 
keep in good repair, manage well all post roads, ropeways, suspension brigades 
for people and horses, and ferry boats. These are especially important meas- 
ures to provide the numerous villages and distant mountainous regions of Yunnan 
with transportation facilities, and to speed up the economic development of the 
province 


Uplift capital constructions to a new level. [in boldface] 


Comrade An Pingsheng stressed the need to uplift capital construction to a new 
level. He said capital constructions are important vehicles to expand repro- 
duction. The task to quadruple the industrial and agricultural output value 
calls for sustained technological transformation of the existing industries in 
order to increase their productivity onthe one hand and the construction and 
expansion of essential key industrial projects for additional new productive 
facilities on the other. In pursuing the program of economic readjustment in 
recent years, we have achieved specific results in reducing the size of capital 
construction, redirecting the focus of investment, and reorganizing and improv- 
ing the management of capital construction which led to shortened time limit of 
construction and higher investment returns. But these are only the initial re- 
sults which must not be unduly overestimated. 


A reorientation of capital construction involves many areas of work. The first 
step is to reorganize the management of capital construction in order to do 
well the following items of work. First of all, be sure to do well the initial 
preparatory work of any construction project and correct the past practice of 
pursuing capital construction without observing the procedure of capital con- 
struction. Secondly, actively pursue and consummate the system of economic re- 
sponsibilities based on investment for the completion of specified projects, an 
excellent way to increase the economic effectiveness of capital construction. 
Sum up the experience in these particular areas, and popularize it. And we 
must push for the production of construction materials. 


Place the development of the collective economy of cities and towns and the com- 
munal-brigade enterprises at the forefront. [in boldface] 


He said in spite of the new development achieved by the collective economy of 
cities and towns and the communal-brigade enterprises since the Third Plenum of 
the Eleventh CPC Central Committee, the overall picture is less than ideal. It 
indeed is a big step forward for the collective and individual trade to break 
away from the previous "leftist" fetters, and that the communal-brigade enter- 
prises have not only survived but also moved forward during the readjustment or 
the agricultural production re.ations. Last year, the CPC Provincial Committee 
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and the Provinci:l People's Government went a step further, and issued special 


documents and calle! special meetings to uproot the "leftist'’ ideological in- 
fluence. Since then, collective economy of cities and towns has begun to 
pick up speed. This has played an active role in revitalizing the market, 


making life easier for the masses, and encouraging construction in cities and 
towns. 


However, the development of the collective econoiy of Yunnan is far behind the 
requirement of the development of the whole national economy. The pace of the 
collective industries of cities and towns (inciuding handicraft industry) is 
too slow. Since Yunnan is an expansive border province with diverse minority 
nationalities, vast differences in the development of local economy and culture, 
and a weak and small collective economy, we must speed up the development of 
the collective economy and treat it as a top priority. The overall projection 
is to make the collective industries of cities and towns grow at a pace faster 
than that of the industries of the whole people, while the communal-brigade 
enterprises should grow at a pace faster than that of the colleccive industries 
of cities and towns. Both the collective economy of cities and towns and the 
communal-brigade enterprises should make a new start in the coming year. First, 
the drive to wipe out the "leftist" influence and to rectify our understanding 
must be continued during the development of the collective economy of cities 
and towns and the communal-brigade enterprises. It would be difficult to carry 
out any policy, no matter how good it is, without first resolving this problem. 
The collective economy being developed must not fight with the existing state- 
operated industries. We must not build any factories which produce unmarket- 
able products and pollute the environment. The focus should be on those indus- 
tries which process agricultural produce and by-products. Third, bring into 
full play the usefulness of the existing collective enterprises and the role 

of the whole people to operate the coliective economy. The program of readjust- 
ment, reform, reorganization, and improvement should apply to the existing col- 
lective enterprises which may be reorganized in different batches at different 
intervals. Their management ideology and style must be rectified in order to 
achieve greater economic effectiveness, and proceed with exploration for poten- 
tials, renovation and reform. The big collective enterprises should have plans 
for methodical renewal of equipment, technological transformation, a greater 
degree of mechanization, better product quality and more varieties to boost 
their sales. The Provincial Planning Commission, the Provincial Economic Com- 
mission, the Provincia! Bureau of Comnunal-brigade Enterprises, and the Provin- 
cial Department of Light Industry should work earnestly to develop the collec- 
tive economy, which involves not just a few departments but almost every econ- 
omic organ. Many economic agencies actually cover some form of collective 
economy. Consequently, all the localities and departments have to look after 
both the collective economy and that of the whole people. They may have to pay 
more attention to the collective economy, if necessary. The policy relating 

to the development of the collective economy must be fully implemented. 
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ECONOMIC PLANNING 


WEIHAI CITY REPORTS ON RURAL-URBAN INDUSTRIAL COOPERATION, SUCCESS 
Jinan DAZHONG RIBAO in Chinese 20 Oct 82 pl, 2 


[Article by The Joint Investigation Team of the CPC Provincial Committee's In- 
vestigations Research Office, Second Provincial Department of Light Industry, 
Provincial Academy of Social Sciences, and Provincial Bureau of Communal Enter- 
prises: "Fast Speed, Good Results: Report on the Experiences of Weihai City 
in Developing Industry"] 


[Text] Synopsis: Having gone through construction for more than 30 years, 
especially after the Third Plenum of the Eleventh CPC Central Committee, Weihai 
City has found a speedy and effective way to develop its industry. While run- 
ning the state-operated industries as well as it could, it also has beeu work- 
ing unrelentingly to develop the city's collective industry and communal-brig- 
ade industry, extend its economic integration of city and country, reorganize 
its enterprises to uplift the level of business management, launch planned 
selective technological transformation of its existing enterprises, and contin- 
ually screngthen the leadership of the party. The city of Weihai, once a city 
with a fragile industrial foundation, has become a modern city with a suffi- 
cient variety of industries. Its total industrial output value in 1981 was 

138 times greater than that of 1949. The industrial development of Weihai city 
has revitalized its urban and rural economy, raised the standard of living of 
its urban and rural residents, and narrowed the gap between city and country 
and that between industry and agriculture. This has tremendous impact on speed- 
ing up the socialist modernization and the march toward the magnificent commun- 
ist objective. 


The city of Weihai is a small town on the eastern end of the Jiaodong Peninsula. 
It has a population of 206,000 people, more than 160,100 are farmers, and the 
remaining 45,000 are not. Its industrial foundation was extremely fragile be- 
fore liberation. In 1949 the whole city had only 493 industrial staff and work- 
ers engaged in manufacturing matches, rubber shoes, and small farming imple- 
ments. Its industrial output value was 2.78 million yuan, only 19 percent of 
its total industrial and agricultural output value. After more than 30 years 

of construction, it has become a modern industrial city with a great variety of 
industries, including Light industry, textile, food products, machinery, elec- 
tronics, instruments and meters, pharmaceuticals, building materials, chemical 
industry, and shipbuilding. In 1981 the city had 147 industrial enterprises, 











over 28,000 stati! a:.d workers, and its total industrial output value was 138 
times greater than t:. * of 1949, an annual increase of 16.6 percent. Its in- 
dustrial profit and tax proceeds were 472 times greater than those of 1949, an 
annual increase of 21.2 percent. 


The speedy development of industry in the city of Weihai has revitalized its 
urban and rural economy, raised the people's standard of living, and the devel- 
opment of the rural economy and the betterment of the peasants’ living condi- 
tions have contributed significantly to reducing the difference between city 
and country and that between industry and agriculture. This has a tremendous 
impact on speeding up the socialist modernization and the march toward the mag- 
nificent communist objective. 


The following are what have contributed to the speedy and economically effec- 
tive development of industry in Weihai City. 


|. The reorientation of products is based on state planning and actual cordi- 
tions. [in boldface] 


A correct orientation of products, rational industrial structure and product 
composition are extremely vital to the development of industry. After the 
Third Plenum of the Eleventh CPC Central Committee, Weihai City, guided by the 
basic socialist economic law and the state plans, has realistically reoriented 
its industries and products after having studied the factors which are either 
conducive or harmful to the development of industry, and gone a step further 
to weed out the impact of "leftist" errors. “ine following are the major areas 
of its endeavor: 


(1) It closed down, merged and switched those enterprises which consume too 
much energy and produce poor quality and unmarketable products. It has closed 
down a small chemical fertilizer plant, a phosphate fertilizer plant, and a 
diesel machine plant, and has been using the factory buildings and equipment 
of these plants for a new woolen textile mill, a timepiece parts plant, and an 
expanded printing press. It has switched 5 other plants to producing products 
in great demand. 


(2) It has gone a step further to develop the production of consumer good. 
First, increased the production of existing products, including rugs, embroid- 
ered apparels, wooden cups, pencils, rubber shoes, and leather. Second, it 
introduced new products, including polyamide blankets, polyester quilt covers, 
frame-style wooden furniture, plastic shoe trees, and so on. Third, it organ- 
ized the mechanical and chemical industries to manufacture consumer goods and 
accessories, mainly wash machine motors, electric fan timers, and plastic wall- 
paper. The output value of the above-mentioned three groups of new products 
has reached more than 6.4 million yuan, or 74 percent of the output value of 
the new products of the whole city for past 3 years. 


(3) It has reoriented the service operations of such heavy industries as ma- 
chine-making, chemical industry, and metallurgy to increase their production 
of products geared to serve agriculture, fishery, light industry and textile. 
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in 1981, these products constituted 46 percent of all the heavy industrial pro- 
ducts. Due to proper reorientation of products, there are 16 machine-making 
plants in Weihai City which could meet their production tasks without sustain- 
ing any loss. 


(4) It pushes for the manufacture of export products. At present, Weihai city 
has 44 different kinds of products for export, of which 4 are exotic commodi- 
ties, namely, rugs, drawnwork, embroideries, and silk tablecloth. There are 
over 20 kinds of bulk goods, including leather goods, chains, pottery, and 
tires. In 1981, the total value of industrial products procured for export was 
over 37.36 million yuan, 87 percent of the total value of all products procured 
in the whole city for export, up by 56.9 percent over that of 1978. 


Three years of readjustment has made the industrial structure and products com- 
position of Weihai City more rational. Judged by the ratio between light and 
heavy industry, the former has gone up from 58.6 percent to 60 percent while 
the latter dropped from 41.4 percent to 40 percent. Judged by the internal 
structure of heavy industry, the production of consumer goods and products gear- 
ed to serve agriculture, fishery and light industry has gone up from 87 percent 
to 90 percent. Judged by the ratio of export products in the total industrial 
output value, it has gone up from 7.9 percent to 9.7 percent. Judged by energy 
consumption, the per 10,000-yuan output value/standard coal consumption has 
gone from 4.49 tons down to 3.2 tons. Due to effective implementation of the 
readjustment program, the industry of the whole city maintained an annual 
growth rate of 9 percent between 1979 and 1981. 


2. It strives to develop the city's collective industry as well as communal- 
brigade industry. [in boldface] 


With a fairly solid foundation, the state-operated industries in Weihai City 
have been growing pretty fast. Since it is impossible to expect the state to 
invest in and run so many state-operated industries in the city, it has there- 
fore pushed for the development of the city's collective industries and com- 
munal-brigade industries as it strives to run well the state-operated indus- 
tries. During the 32 years since the founding of PRC, the collective indus- 
tries of Weihai City have been growing at an average of 18.3 percent, 3.9 per- 
cent faster than that of the state-operated industries. In 1981 there were 

55 municipal collective enterprises, 37.4 percent of the total number of muni- 
cipal enterprises; over 15,700 staff and workers, 55 percent of the total num- 
ber of industrial workers of the whole city. The original value of their fixed 
assets was 70.3 percent of total value of the industrial fixed assets of the 


whole city, and their output value was 58 percent of the total industrial out- 
put value of the whole city. The amount of profit and tax proceeds declared 
hy the municipal collective enterprises was 63 percent of the total amount of 
profit: and tax proceeds declared by the industries of the whole city, and the 


taxes they paid were 57 percent of the city's revenue. This shows the muni- 
cipal collective industries of Weihai City occupy a decisive position in the 
industry of the whole city. 











fhe authoritie | Wethai City know the advantages of developing the municip. 1 


collective industri [hey can make enough money to help capital formation, 
ind have no problem iu :.1bor management. Most of them are small-scale enter- 


prises, flexible enough to restructure their production to meet market demands. 


Under the existing policy, the profit of these collective industries i: handled 
jointly by the enterprises and the responsible bureau after paying inccme tax 
ind contribution to a construction fund. When the policy of "unified ‘espon- 
sibility for gains and losses” was in force at Weihai before 1981, all the pro- 
fits after tax were controlled exclusively by the city's responsible bureau. 
[his has been replaced this year by "tier-to-tier auditing, and each respon- 
sible for its gains and losses." According to the ruling of the city's Second 
Bureau of Light Industry, the enterprises are divided into 4 different tiers 

on the basis of their levels of profit, and the prescribed ratios of profit re- 
tention by the enterrpises range from a minimum of 20 percent to a maximum of 
80 percent, while over-quota profits belong entirely to tc enterprises con- 
cerned. In the past 10 years, the collective enterprises under the jurisdic- 
tion of the city's Second Bureau of Light Industry alone had accumulated over 


97 million yuan, over 17 million yuan of which has been spent for 16 new pro- 


jects. These projects earned by the end of 1981 a total over 52 million yuan, 
three times the construction investment in the same period. 


Such speedy development of the municipal collective industries in Weihai Citv 
is attributable mainly to the well defined tdeological guidance, wise policy 
and effective action of the municipal CPC Committee. They regard both the 
collectively owned enterprises and those owned by the whole people as socialist 
enterprises, and regard it a mistake to rank the enterprises of the whole peo- 
ple high above all the rest and rank the collective enterprises way below all 
the rest. The policy of the municipal CPC Committee is based on "political 
concern, economic protection, and operational support.” "Political Concern” 
means t. treat the collective enterprises and the enterprise of the whole peo- 
ple equally, placing the management and placement of the leading cadres of all 
enterprises in the hands of the municipal CPC Committee's Organization Depart- 
ment. “Economic protection" means to affirm the organizational relationship 
between the management authorities and the enterprises without altering the 
nature of the collectively owned enterprises, and do not transfer their funds 
ind equipment, nor take over their raw material and fuel. The wage scale, food 
ration, safety facilities and benefits of the staff and workers of the collec- 
tive enterprises should basically equal those of the state-operated enterprises. 
The bonuses and benefits of the staff and workers of any collective enterprise 
which does well in production and is economically effective may exceed those oi 
1 similar state-overated enterprise. "Operational support" means the leader- 
ship places on its agenda all the problems concerning the scale of development, 
apital constructions, technological transformations, and labor placements of 
the collective enterprises for careful deliberation and satisfactory solution. 
Ihese well defined policy and action have been effective in motivating the 
staff and workers of the collective enterprises and providing them with an 
inherent urge for development. 


The city of Weihat also has been pushing for the development of communal-brig- 
ide industries. In 1981 there were 60 communal-brigade industrial enterprises 
in the city with output value amountiag to more than 34 million yuan, averaging 





over 4.93 million yuan per comaz 2. There were 75 brigade-operated industries 
with output value of over 29 million yuan, averaging over 140,000 yuan per 
production brigade. Today the communal-brigade industries have become a major 
force in Weihai's national economy sector. 


3. Extensive integration of city and country economy. [in boldface] 


The city of Weihai has run into a surprising contradiction in the development 
of its city and country economy. The industries in the city faced an acute 
shortage of labor while there was a huge surplus labor force in the villages. 
How could this contradiction be resolved? Should the village labor force be 
brought to the city or the industries spread out to the villages where the 
commune members could be organized to take up production work? After analyzing 
the conditions in all areas and going over the experience of such units as the 
rug factory, the municipal CPC Committee chose to rely on the joint efforts of 
city and country to develop its industries. 


The integration of city and country economy in Weihai City today follows four 
different procedures. First, the city industries bring their products or part- 
ly finished products to the communes and production brigades for processing 

but keep proof-making, printing, and post-processing sorting, inspection and 
packaging at the city factories. The masses describe this as "centralized 
supply and marketing, scattered processing, streamlined management, and coor- 
dinated production." This has been adopted for the production of rugs, embroid- 
eries, drawnwork and clothing. Second, the city industries send parts and 
accessories to the communes and production brigades for processing. This has 
been adopted for the manufacture of machines, clocks and watches, plastics, 

and leather goods. The third one is city-commune joint management. The indus- 
trial departments of the city join the communes to run factories. The con- 
cerned communes supply the labor force and factory buildings while the city's 
industrial departments provide equipment and key technology. While both sides 
contribute funds, production, supply and marketing are part and parcel of the 
overall plan of the city. Both sides share the profits in proportion to their 
respective investments. Fourth, the city industries help the communes and 
production brigades to run factories. The city factories switch to introduc- 
ing new products, and turn the products they used to manufacture to the com- 
munes and production brigades for production. The equipments are sold to the 
communes and production brigades at fixed prices. While the city controls the 
supply and marketing operations, all the profits go to the communes and produc- 
tion brigades, and city departments of industry collect only a minimal amount 
of administrative fees. The masses call this "shedding of products." This 
arrangement has been used by the city to help the communes build nine factor- 
ies over a period of time. The first two procedures are the most important of 
the four. Over 50 city enterprises which adopted these two procedures have 
turned out products not only for village communes and production brigades of 


Weihai City but also for 5 adjacent counties. By 1981 they had established 305 
processing centers with more than 9,900 processing workers. There were also 
over 25 thousand pieces of embroidery let out to individual village households. 
The total processing cost was more than 17 million yuan. 
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In its pursuit of economic integration, Weihai City has established 6 special- 
ized companies wit °4 subsidiary enterprises, all based on the principle of 
cooperative specializ..ions. The clock and watch company is a good example of 
such a cooperative conglomerate. This company which consists of a clock fac- 
tory, a clock frame factory and a clock and watch parts factory employs over 
1,100 workers. It cooperates with the communes and production brigades as well 
as other provinces. The whole company has distributed more than 10 groups of 
parts to 14 village production brigades for processing by 1,300 processing work- 
ers. Due to shortage of lumber, it entered irto a cooperation agreement last 
year with Jinggangshan Reclamation Farm of Jiangxi The clock and watch com- 
pany helped the farm build a factory and provides the clockworks [parts] and 
technical guidance while the farm uses locally produced lumber to make clock 
casings, assemble the clocks for sale under the trademark of the Weihai Clock 
and Watch Plant. The farm also supplies the clock and watch company additional 
lumber. The commune-brigade joint ventures have become quite popular in the 
past two years. The city of Weihai has 41 commune-operated factories which 
have helped 73 production brigades to develop more than 100 industrial projects 
by distributing their products for processing or by forming commune-brigade 
joint ventures. 


To make the integration of city and country economy successful and healthy, the 
city of Weihai is committed to uphold the rollowing principles. First, produce 
what is actually needed and possible in order to secure a solid foundation for 
the integration. Second, strengthen planning guidance and coordinated prepara- 
tions in order to avoid unchecked construction and unnecessary duplication of 

products. Third, strive for mutual advantages and benefits. Work out reason- 
able ratios of processing fees and profits which boost the revenue of the com- 
munes and production brigades without causing cost overruns to the city euter- 
prises. Let the peasants make more money within reasonable limits allowed by 

the established policy in order to help them achieve financial security faster. 


The campaign of Weihai City to develop the integration of city anu country econ- 
omy which promotes full utilization of the advanced technology and equipment of 
its urban industries on the one hand and village labor force, land and factory 
buildings on the other helps to bring into full play the superiority of both 
the city and its countryside. This is a practical way to speed up the develop- 
ment of industry and to enhance economic effectiveness. It has already sped 

up the development of both its urban industries and the industriai and sideline 
enterprises of the communes and production brigades, stamped out urban popula- 
tion growth, and reduced the city's burdens. The fact the city of Weihai is 
now able to escape city traffic congestion, housing shortages and environmental 
pollution is attributable to city and country integration. 

4, The reorganization of the enterprises and the improvement of their level of 
management and administration. [in boldface] 


The industrial products of Weihai City have been quite marketable for a long 
time. In addition to comparatively rational product composition, one of the 
major reasons for this is its higher level of management and administration. 
Since the Third Plenum of the Eleventh CPC Central Committee, they have gone a 











tep further to rectify guiding ideology by switching its priorities from pro- 
duction to business management. They have been working especially hard to 
reorganize the enterprises and establish a healthy system of economic respon- 
sibility to uplift the level of management and administration to a new height. 


1. Improve market investigation and forecast. The supply and marketing person- 
nel of the Weihai municipal industrial and communications enterprises are as- 
signed market investigation tasks. The bureau in charge and the various fac- 
tories call them together at fixed intervals to analyze market situations and 
exchange views. The various enterprises also dispatch investigaticn groups 
composed of leading cadres and technicians to other localities to survey mar- 
ket activities. In 1981, 80 percent of the municipal enterprises dispatched 
nearly 700 people in different groups to tour other localities. Their primary 
objective is to learn about the productivity, product quality, changes of pro- 
duct variety, pricing, production and business procedures of enterprises in 

the same trade. Each year the various factories and enterprises dispatch their 
people to those localities where most of their products are sold to solicit the 
views of consumers. Some enterprises even set up trial sales centers in major 
cities to monitor customers’ views and the market situation. Those departments 
in charge of commerce, foreign trade, banking, science and technology supply 
the factories and enterprises with the market information which they received 
from their own business channels. For instance, the city bank publishes a per- 
iodical called "Economic News" which it distributes to the factories and enter- 
prises. All these channels provide the i1dustrial departments with handy in- 
telligence reports, speedy information and accurate forecasts on market fluctu- 
itions which were responsible for the reorientation of the variety and design 
of 45 percent of the products of the city in 1981. 


. Work for better quality and lower cost to make the products more competi- 
tive. In its drive to reorganize its enterprises, Weihai City puts the prior- 
ity on raising product qualicy, lowering cost, and strengthening business 
administration in all areas, especially the administration of technology, pro- 
duct quality, equipment and finance. All its factories and enterprises have 
therefore done a lot of basic work to upgrade their original records, statis- 
tics, measures, testing, blueprints, industrial arts, packaging, and technolog- 
ical standards. Over 70 percent of the city's enterprises have set up overall 
quality control units. They have also reorganized their financial and account- 
ing personnel, tightened their financial and economic discipline, and strength- 
ened their system of economic accounting. Today, some of the city's enterpris- 
es audit the accounts of their factories and workshops separately. There are 
"in-factory banks" and"in-factory currency." Every workshop, storeroom, and 
office is completely responsible for its funds so as to enforce well defined 
responsibilitles, rewards and penalties. As a result, product quality contin- 
ucs to improve and cost goes down step by step in the wake strengthened busi- 
ness administration. By 1981, the city received citations from the state, the 
ministries concerned and Shandong Provincial Government for 13 kinds of quality 
products of which the fully crocheted drawnwork was awarded a silver medal from 
the state. The quality product citations by the ministries went to the type- 

B pump, grain-side suiting leather, flat printing machine, and 90-line and 
120-line carpets. The provincial citations of quality products went to chil- 
dren's rv' Sor shoes, liberation shoes, wooden clocks, shaved pig skin, foamed 

S Vien scacue. and embroidered lady's jackets for export. 











$8.0 Spare no effort to revitalize sales operations. Between 55 and 69 percent 
of the preducts of ‘nose enterprises above the jurisdiction of Weihai City are 
marketed by the comm ‘al, supply and marketing, foreign trade, material re- 
sources departments through exclusive sales rights, orders for selected pat- 
terns and designs, or commissioned sales. The remaining products are marketed 
by the industrial departments which rely heavily on well groomed "salesmanship" 
to promote sales. They attend meetings to negotiate orders for goods at dif- 
ferent levels for different trades, and invite customers to such meetings in 
Weihai sponsored by the local government, a particular trade or unit to nego- 
tiate orders for goods or to coordinate and discuss business matters. Some 
units even set up retail shops fronting factories to display products in order 
to promote sales. Some have introduced house to house delivery, and delivery 
right to countryside destinations to win over customers. They have been work- 
ing to improve service attitude, step up technical services, and provide 

"three assurances" to attract customers. To reinforce their marketing opera- 
tions, they have improved the marketing agencies, expanded the contingents of 
marketing personnel, and stepped up operational training to uplitr the quality 
of the marketing personnel. Many enterprises have established production and 
business units to handle both production and marketing. By 198] the entire 
city had a total 918 marketing personnel, more than doubling that of 1978. Due 
to improved marketing operations, Weihai City has been able to cut back over- 
stocking of products. By July this year, the sales proceeds and profits in- 
creased at a rate greater than that of the increase of the total output value. 


9. Active pursuit of technologicla innovations and technological transforma- 
tions. [fin boldface] 


In its drive to develop industry, Weihai City focuses its attention on explor- 
ing ways to enhance reproduction, including planned selective technological 
innovations and transformations for its existing enterprises in order to pro- 
vide the various industrial production sectors with advanced science and tech- 
nology. Their priority of technological transformation in most recent years 
has been the reduction of energy consumption, renovition of the backward pro- 
duction process and introduction of new generations of products. 


They highlight the role of the scientific and technical personnel in their 
drive for technological innovations and transformations. The city CPC Committee 
and the CPC organs of the industrial and communications enterprises have car- 
ried out fully the policy toward intellectuals, and accord political concern, 
operational support, and material comfort to the broad masses of scientific and 
technical personnel. The industrial departments of Weihai City today have a 
contingent over 624 scientific and technical personnel, 165 of these were pro- 
moted from the rank and file of workers while 110 came from other areas. Some 
i29 of them have joined the CPC, and over 160 of them have been promoted to 
positions of leadership at or above the factory level. The city CPC Committee 
has held meetings of the representatives of advanced scientific and technical 
personnel on many occasions to pay tribute to those advanced ones who had con- 
tributed most. The city government and the various enterprises have asked 
their scientific and technical personnel to attend meetings at all leveis on 
production and technology to express their views. They have helped 82 assis- 
tant engineers to acquire facilities to live with their spouses. This covers 
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7% percent of those who face the problems of separation from their spouses. 

fhe implementation of the policy toward the intellectuals which boosts the 
morale of the scientific and technical personnel has contributed immensely to 
the development of industrial production. The Weihai electronics industry, a 
brand new industry of the city, faced an acute shortage of technical personnel 
at first. The industry later received a new lease on life when it brought in 
18 technicians from Beijing as it strived to bring up a local force of techni- 
cians. This led to the introduction of successive generations of new products. 
Instead of producing only ordinary transistors as it used to do at first, it is 
now producing in large quantities transistors for television sets, tape record- 
ers, record players, amplifiers, and military hardware, and radio equipment. 
Its product quality has improved so much so fast that two different transistors 
it produced have been rated tops in China and the best in Shandong. The parts 
it made for military hardware have won citations by CPC Military Committee. 

The output value of the electronics industry of Weihai City reached a total of 
more than 47 million yuan in 1981, an increase 1.45 times more than that of 
1978, an annual average growth of 34.8 percent. 


The campaign of Weihai City in most recent years to achieve technological inno- 
vations and transformations has called for the importation of technology and 
technological cooperation in spite of zoning restrictions. Some 22 projects 

of technological cooperation have been worked out by the cooperative efforts 

of 17 factories and 20 universities, colleges and scientific research organiza- 
tions of Weihai City. Twelve of the 22 projects have been completed. They are 
high temperature diffusion oven, aniline leather, minicube packing machine, 
photochromic glass, pressure cooker, timer, multi-purpose microscope, meteoro- 
logical spectrograph, etc. Due to outmoded products and poor efficiency, the 
Weihai No 1 Plastics Plant had lost money. Then it cooperated with related re- 
search departments, and succeeded in manufacturing plastic sprinklers and spray- 
ers, chini [6375 3136] plastics, and a batch of new products. Having changed 
the face of the industry, its annual average increase in output value and pro- 
fit in the last 6 years has gone up to over 40 percent. 


[In a drive to promote technological innovations by the masses, they launched a 
technical training program for the statf and workers in order to raise the 
educational and technical level of the workers. The city has set up 30 more or 
less permanent sparetime vocational schools attended by more than 13,000 work- 
ers, 86 percent of all permanent staff and workers. The city has promoted 
since 1978 a total of 103 successful new technological projects and over 3,900 
popular technological innovations, an active contribution to the development of 
industrial production. 


6. Continued strengthening of the leadership of the party over industrial pro- 
duction. [in boldface] 


rhe speedy and economically efficient development of the industrial production 


of Weihai City is attributable mainly to the effective leadership of the Weihai 
City CPC Committee and the CPC committees at all levels. The guiding ideology 
of the city CPC Committee for economic work is well defined. The rural popu- 


lation of Wethai City is Larger than its urban population, but its industrial 
output value is bigger than that of its agriculture. The guiding ideology for 








the economic work vis-a-vis such a population and economic structure had not 
been well defined f. 1 long time. They learned the hard way what it meant to 
rate agriculture above fustry and vice versa. The totality of the historical 
experience taught them to rectify the guiding ideology of economic work by 
focusing both industry and agriculture on reality. Those who run the industry 
should pay attention to agriculture just as those who run agriculture should 
also pay attention to industry. Industry and agriculture should enhance each 
other and grow simultaneously so as to narrow step by step the difference be- 
tween city and country. The development of city industry on the one hand and 
that of communal-brigade industry on the other are both essential to industrial 
production. When the city's industrial products are organized for distribu- 
tion to the countryside, the communes and production brigades should be encour- 
aged to run their own industry. In providing leadership over industriai pro- 
duction, the city CPC Committee wants very much to carry out all the economic 
policies of the party and bring into play the enthusiasm ot all concerned. 
Since the Third Plenum of the Eleventh CPC Central Committee, they have been 
studying new situations and resolving new problems in accordance with the line, 
programs and policies of the Central Committee and the actual conditions of the 
city. For instance, the policy to develop the collective enterprises, the pol- 
icy of economic integration, and policy toward scientific and technical person- 
nel are all based on in-depth investigations and research. 


rhe Weihai City CPC Committee attaches a great deal of importance to building 
strong leadership cores for the enterprises. In response to demand for revo- 
lutionally oriented, youthful, knowledgeable and professional cadres since the 
Third Plenum of the Eleventh CPC Central Committee, they have been working ac- 
tively to train and select best qualified middle-aged and young cadres, and to 
promote those youthful, capable, and sensible individuals to join the leader- 
ship cores. Now 206 scientific and technical personnel and workers have been 
promoted to positions of factory-level leading cadres, and over 95 percent of 
the leading cadres of the enterprises have received professional training. 

The average age of the secretaries and deputy secretaries, the managers and 
deputy managers of the factories is 44.6 years old, and 55 percent of the cad- 
res are middle-aged and youths. The Weihai Electrical Machine Factory used to 
proauce automobiles and tractors, but it ran into difficulties because its pro- 
ducts were hard to sell. The party committee of the city which reorganized the 
leadership core of the factory brought in 2 vocational college students and one 
vocational middle school student to bolster its leadership of four. After as- 


suming leadership, they made a market survey and decided to switch to the man- 
ufacture of electrical motors for wash machines. This has helped it to turn 
the corner. [ts output value reached a total of 3.76 million yuan between Jan- 


uary and July this year, with a net profit at 310,000 yuan. The greatest major- 
ity of the cadres of both the city and the commune-brigade industries are ar- 
dent revolutionary devotees and pioneers well-versed in technology and manage- 
ment. Many of the cadres of the city's enterprises are known to the masses as 


"vlass cxperts", "rug wizards", "woolen textile zealots", or “leather special- 


. ” 
ists. 








[In guiding the industrial production of Weihai City, the CPC municipal Party 
Committee works persistently to place equal emphasis on material civilization 
wd spiritual civilization, and strengthen the political ideological work of 
the enterprises. To bring into full play the role of the Party Branch as a 
bastion of endeavors and that of the CPC party members as exemplary models, 
they strive to reinforce the basic level party organization, maintain a system 
of “one study session for every three meetings", call meetings on democratic 
activities, and provide group zgraining for CPC party members. To underscore 
the importance of correct ideology, quality technical skill, honest work style, 
and strict discipline, they endeavor to buttress their contingents of staff and 
workers by commending those who are advanced, pace setters, and merit winners 
for the Four Modernizations. The city nominated in the past three years 179 
pace setters and exemplary personages. In 1981, 235 units won group merits, 
and 1,722 persons won individual merits. 
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ECONOMIC PLANNING 


SEAPORT ROLE OF COASTAL CITIES REEMPHASIZED 
Tianjin TIANJIN RIBAO in Chinese 9 Nov 82 p 3 


[Article by Zou Feng [6760 7364], Liu Dongtao [0491 2639 3447] and Zhao Jianwei 
[6392 1696 0251]: "Continue to Emphasize t’e Role of Coastal Cities as Sea- 
ports” ] 


[Text] A seaport is an important link between production and consumption, be- 
tween the coast and the hinterland and between countries. It is a vital basic 
facility of the national economy. Well constructed and well managed seaports 
play a very important role in strengthening the economic ties with foreign 
countries, promoting the economic and cultural advancement of the hinterland 
and even the whole country, and in helping to achieve the strategic objectives 
mapped out by the Twelfth CPC Congress. Most coastal cities are seaports and 
have developed to play the role of seaports. Consequently, when we assess the 
position and role of the coastal cities in the national economy and the strat- 
egy of economic development, we must pay special attention to the role of the 
coastal cities as seaports. 


The specially important role of seaports in the national economy. [in boldface] 


A seaport is the hub of river-land and ocean-land communications, linking to- 
gether the ocean, river, railroad, highway, airline, and pipeline transporta- 
tion services of coastal areas. The role of a seaport as a vehicle to coordi- 
nate such a complete network of communications services has a decisive bearing 
on the movement of people and supplies to and from the expanse of the hinter- 
iand and even the whole country. Moreover, it has direct access to ocean ship- 
ping which can handle huge shipments at lower cost and less energy consumption. 
This is especially serviceable for long distance shipping of large consignments 
of cargoes. The shipping capacity of a 5000-ton ocean liner per journey equals 
that of 100 railroad cars or 1,000 4-ton trucks, and it takes only 20-30 per- 
cent of the cost and fuel consumption of overland shipping. It is therefore 
more profitable for the state to develop ocean shipping which requires less in- 
vestment, but the development of ocean shipping is tied to seaport construction, 
and the two are inseparable. 


A seaport, the gateway of a country to foreign trade, is an important vehicle 
of international contacts. According to related sources, over two-thirds of 
foreign trade shipments of the entire world (including both maritime and land- 
locked countries) are transshipped through different seaports. Seaperts and 
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ocean shipping, the direct link between domestics and international markets, 

hi lp expand exports to trade for badly needed advanced technology, equipment 
and raw materials. There are countries which lack adequate natural resources 
but make good use of their well developed seaports to push for ocean shipping 
and foreign trade in order to get what their domestic market needs, and achieve 
spectacular economic growth. 


China is an expansive country, but a few out of more than 170 countries which 
have economic and trade relations with China are overland neighbors. Lacking 
convenient inland communications, the volume of trade borne by railroads and 
airlines is very limited. Foreign trade shipping therefore has to rely heavily 
on ocean shipping. According to statistics, over 90 percent of China's im- 
ports and exports are transshipped through seaports. The coastal cities must 
pay close attention to the role of seaports in their economic development. 


The development of seaports spurs the development of coastal cities. [in bold- 
face ] 


The special role and geographic position of seaports are bound to hasten the 
development of coastal cities. Like magnets, the seaports attract people and 
material resources from all parts of the country and abroad, turning the adja- 
cent localities into collecting centers of population and materials. This 
means more business for the cities as they have to provide warehouses, trading 
and operation centers, seaport services, and residential facilities. Conse- 
quently, the development of seaports requires the development of coastal cities. 
[t is true all over the world that all seaports and coastal cities are always 
interdependent. It has become an established pattern that all coastal cities 
grow in lockstep with the development of seaports. 


One of the major reasons the European coastal cities first sprang up along the 
Mediterranean Sea is that the merchants there began quite early to use the 
excellent harbors to trade with the Middle East and propelled the growth of 

the cities. The so-called "great geographic discoveries" of the sixteenth and 
seventeenth centuries shifted Europe's trade route to the East, a shift from 
the Mediterranean Sea to the Atlantic Ocean, then the Indian Ocean, and finally 
the Pacific Ocean. Since then the seaports and coastal cities along the shores 
of the Mediterranean Sea have lost their position of monopoly over the trade 
with the East. The new trade centers then were seaports along the coasts of 
the Atlantic Ocean, such as Antwerp, Lisbon and the Cape of Good Hope at the 
tip of South Africa. This shows that the position and role of coastal cities 
change as their role as seaports change. 


Fanyu (presentday Guangzhou) on the southeast coast of China had become a trade 
center as early as the Han Dynasty for foreign treasures such as gems, rhino- 
ceros horns, and shells of hawkbill turtles. Guangzhou kept its position as 
China's largest trading port even as late as the Northern Song Dynasty in spite 
of the emergence of Quanzhou, Hangzhou, Mingzhou (presentday Ningbo), and 
Dengzhou (presentday Penglai) in the meantime. Although Guanzhou had replaced 
Guangzhou for a time as China's leading trade center, Guangzhou had always been 
an important trade center of China because of its geographic position and the 
political stability it enjoyed. It became China's only port open to foreign 








trade during the Ming and Oing Dynasties. Engulfed in a feudalist society and 


recurrent wars, the economic and cultural development of the coast of North 
China was seriously irted, and it fell behind the South China coast in de- 
veloping foreign trade and seaport facilities During the Song Dynasty when 


the seapotts of the south China coast prospered, Shanghai, Tianjin, Qingdao 
and Dalian were still smal! fishing and salt making towns. As seaports they 
handled only coastal trade up to the eve of the Opium War. When they were open- 
ed as trading ports after the Opium War, they became the beachheads of the 
imperialists to raid China's resources. At the same time, this marked the end 
of the era of "limiting foreign trade to Guangzhou" during the Qing Dynasty, 
allowing the seaports along the North China coast to gain some yardage in for- 
eign trade. Shanghai, due to its excellent geograplic pcsition, grew so fast 
that it replaced Guangzhou as China's major foreign trade center, and eventu- 
ally became China's largest seaport and economic center. Tianjin was next to 
become the largest seaport and economic center of North China. 


It is clear the development of coastal cities and that of seaports are linked 
together. The development of seaports accelerates the development of coastal 
cities while the development of the latter provides conditions concaucive to 
further development of the former. To bring the role of the coastal cities 
into full play means primarily to turn them into serviceable seaports. 


Seaports propel the economic development of the hinterland. [in boldface] 


The relationship between a seaport and its hinterland is indivisible. A large 
seaport always has an expansive hinterland to serve as its base which feeds the 
seaport with abundance of commodities and absorbs part of the commodities from 
the seaport. At the same time, the seaport is an artery for the base to reach 
other localities, especially international markets, so as to trade local sur- 
plus products for what is needed locally to balance the supply of material 
goods. A seaport without a rich expansive hinterland as its base is like a 
river without its headwater, limited in its usefulness no matter how good it 

is. By the same token, if a hinterland does not have a seaport for its export, 
its economic contacts with other localities, especially international markets, 
would be limited. Take Tianjin for instance. Its hinterland includes an ex- 
pansive region covering Hebei, Beijing, Inner Mongolia, Shanxi, Shaanxi, Gansu, 
Qinghai, Ningxia, Xinjiang, and a part of Henan. It stretches over 3 million 
square kilometers, or one-third of the territory of China, with a population of 
more than 200 million. Taking away its overlapping hinterland, its immediate 
hinteland is nearly one million square kilometers in area with more than 100 
million people. This means the imports and exports for one-tenth of China's 
territory depend mainly on Tianjin for transshipment. About one half of the 
cargo handled by the Tianjin port, including exports, are for Tianjin itself, 
while the remaining half goes to other provinces, municipalities and autonomous 
regions. The ratios of exports from various localities which pass through Tian- 
jin compared to the total exports of the localities concerned are as follows: 
80 percent of Beijing's exports; 60 percent of Hebei's exports; and 80-90 per- 
cent of the exports of North China, the Northwest and other provinces and local- 
ities. All these go through Tianjin for export. This shows how dependent the 
hinterland provinces and cities are on the seaport. Furthermore, the densely 
populated North China has always been a grain-deficient region. Every year 








Beijing, Tianjin, Hebei and Inner Mongolia have to import from outside about 
60 percent of the grain they consume, and 80 percent of the grain import has 
to pass through the Tianjin port. The northwestern hinterland depends also on 
Tianjin to import wheat from abroad. Every year huge quantities of import 
chemical fertilizers, steel goods, equipment as well as other light industry 
and chemical industry raw materials and products pass through Tianjin to reach 
the hinterland. These imports which meet the needs of construction and the 
daily necessities of the people of the hinterland help speed up the economic 
development of inland China. The seaports and the interior (mainly the inter- 
ior hinterland) of a country are interdependent. As the economy of the inter- 
ior develops, the material supplies reaching the seaports will increase and 

so will the need for bigger and better port facilities. Conversely, expanded 
seaport facilities means more imports to boost the development of hinterland. 
So, well constructed and managed seapo_is are required not only for the econ- 
omic development of the coastal cities and areas but also for that of the hin- 
terland. Consequently, when we plan for use and development of the seaports, 
we must also keep in mind the actual conditions of the hinterland, and coordi- 
nate the efforts of the central governmert, the hinterland and the coastal 
areas, including the seaports, to work for basic interests of the people of 
both the coastal areas and interior in order to promote the overall economic 
effectiveness. 


To improve the construction and management of the seaports is a priority task 
for the coastal cities. [in boldface] 


The Twlefth CPC Congress which listed energy resources and communications as 
two major issues involved in speeding up the economic construction of China in 
order to quadruple the production pointed out emphatically: "A major factor 
which thwarts the development of the economy of our country is the shortage of 
energy resources and communications facilities." This is especially true with 


the seaports. 


Today the fact that the coastal seaports of China lack adequate berth and mod- 
ern facilities, p’is poor planning and management and inadequate storage and 
shipping facilities has led to serious delays in ship and cargo movement. Ev- 
eryday there are as many as 100 ships waiting for berths in the seaports along 
the entire China coast. The annual loss caused by lack of berths amounts to 
100-200 million U.S. dollars. The contradiction is becoming more acute as 
production develops and foreign trade expands. If the situation remains un- 
changed, the usefulness of the coastal cities, the nation's foreign trade and 
the national economy as a whole will be seriously affected. 


While the state should provide the ne.cs ary funds for key construction pro- 
jects at the seaports, the coastal cities © .culd also regard seaport construc- 
tion and management as their own responsibiiity, a principal task of city admin- 
istration. As far as possible, a given amount ot manpower, material and finan- 
cial resources should be provided for the construction of seaports, especially 
the development of those services relating to seaport operations, such as ware- 
houses and storage, living facilities, the development of ocean and coastal 
shipping, better services for both the seaports and the interior. To strength- 
en the construction and management of the seaports, the state must strive to 
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enact laws and regulations governing seaport, shipping and coastal administra- 
tion. It requires the enthusiasm and cooperation of the central government 
and the coastal cities turn the coastal seaports of China into modernized 
socialist ports which are adequate enough to meet the needs of the economic 
development of the country. 
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ECONOMIC PLANNING 


SHANGHAI SUBURBAN DEVELOPMENT PLANS OUTLINED 
Shanghai JIEFANG RIBAO in Chinese 20 Nov 82 p l 


[A news article by Gao Xiaoxiao [7559 5135 4562]: "City Government Decides to 
Develop Hongqiao and Minhang Districts") 


[Text] According to information provided by a department concerned, the Shang- 
hai Municipal People's Government has decided to develop a new industrial base 
at the Minhang industrial district and a new construction base in the Honggiao 
area, both suburbs of Shanghai. 


Minhang, the first satellite town of Shanghai, is 30 kilometers from the center 
of Shanghai. It has convenient land and waterway communications and is acces- 
sible to 5000-ton freighters by the river. It is connected to the Shanghai- 
Hangzhou Railroad by the Xin-Min branch line, and can reach the city limits of 
Shanghai by the Shanghai-Minhang trunk highway. It has a fairly solid indus- 
trial foundation which includes the Shanghai Electrical Machinery Plant, the 
Steam Turbine Plant, the Furnace Plant, the Heavy Machinery Plant, and other 
industries, such as the manufacture of power station equipment, machine manu- 
facturing, electrical power and construction. Its roads, water supply, sewer 
and sewerage, public transportation, and communications services are pretty sat- 
isfactory. It also provides adequate cultural, educational, health, and commer- 
cial services and facilities. So Minhang has all the favorable conditions for 
expansion. The new industrial base is simply an extension of the original town. 
The focus of this new industrial base will fall on the construction of medium 
and small factories, ranging fro. light industry, textile, electronics, food 
products, new building materials, as well as related plants for spare parts, 
packing and printing. These factories will require advanced technology and 
equipment and scientific management. Most of products manufactured in response 
to the international market requirements are for export. There will be a resi- 
dential area near the base to provide the resident workers and their dependents 
with housing and all necessary facilities. 


The Hongqiao construction base, a western suburb of Shanghai, is 6.5 kilometers 
from the center of the city. Adjacent to a new residential area, it is acces- 
sible to good transportation facilities. The whole area is quiet and attractive, 
and still has room for expansion to its west. According to initial projections, 
the buildings on the base will include office buildings for the foreign con- 
sulates in Shanghai, apartments, a foreign trade center with a trade negotia- 
tions building, an exhibition hall, a hotel, an office building, tennis courts, 
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swimming pools, and small gardens. The nearby roads will be widened, and the 
main thoroughfares wi he lined with shops, telecommunication and post build- 
ings, banks, theaters anu -ommercial service facilities. There will be a flower 
nursery with a greenhouse, + goldfish pond, a potted landscape garden, and a 


rose garden and so on. 


Plans for developing these two bases have been drawn, and preparations for the 
actual development are under way. 


The construction of these two bases, based on a policy of self-reliance, will 
depend on the resources of China, but the financial, technological, industriai, 
and economic leaders of Hong Kong, Macau, and other countries are welcome to 
cooperate on the basis of equality and mutual benefit. According to the depert- 
ment concerned, the leaders of the banks, financial groups, enterprises and con- 
sulting firms of foreign countries, Hong Kong and Macau invited to the festivi- 
ties on the first anniversary of the Municipal Investment and Trust Company will 
avail themselves of the opportunity to discuss with the concerned departments 
the problems of utilizing foreign capital to construct the projects jointly. 
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ECONOMIC PLANNING 


COORDINATED DEVELOPMENT OF HEAVY, LIGHT INDUSTRY URGED 
Beijing ZHONGGUO CAIMAO BAO in Chinese 23 Nov 82 p 3 


[Article by Zhang Guangyi [1728 1648 5030]: "Development of Light and Heavy 
Industry Should be Coordinated In Proper Ratio"] 


[Text] The report of the Twelfth CPC Congress calls for concerted efforts to 
readjust the economic structure in order to make it rational in every sector of 
the economy. This is an important measure to usher in a new phase of the so- 
cialist modernization. Since changes in the structure of both light and heavy 
industry have such a tremendous impact on the national economy, a rational re- 
adjustment of the ratio between light and heavy indistry to insure their coor- 
dinated development is a crucial problem confronting the development of China's 
national economy awaiting immediate solution. China has gone through a lot in 
this particular area in the 30 years since the founding of the PRC. To explore 
the practical experience for a proper ratio between light and heavy industry 
would contribute heavily to the drive for a coordinated development of the na- 
tional economy based on proper ratios. 


l. The Marxist theory of reproduction tells us that production of both the 
means of production and the means of subsistence should grow equitably and well 
coordinated. This is a general rule governing the expansion of reproduction in 
any society. The relationship between light industry (including agriculture) 
and heavy industry (including communications and the construction industry) 
reflects substantially the production relations in these two major areas. The 
Marxist theory on the expansion of reproduction is a basic principle to guide 
our work. However, due to differences in the actual economic conditions in 
different countries, its application must agree with the practical experience 
of the various countries, and should not be confined to a fixed pattern. 


Unlike those industrially developed countries, China is a large agricultural 
country with a huge rural population, lacking a solid industrial foundation and 
backward in science and technology. Take the production of consumer goods for 
example. The ratio of light industrial products in the capitalist countries is 
greater than that in China. The output value of their light industrial pro- 
ducts is 80-90 percent while that of their agricultural production is 10-20 per- 
cent. The output value of China's light industrial products is only 40 percent 








while that of her agricultural products is as high as 60 percent. The differ- 


ence in the ratio between agriculture and light industry bears directly on the 
ratio between light ‘ heavy industry. This is a factor to bear in mind when 
we analyze the ratio beiwceen consumer goods and the means of production. 


Given the conditions in China, what ratio between light and heavy industry 
should be projected in the national economy planning in order to edge toward 
coordinated development? A general trend would emerge if we analyze the real- 
ities of the last 30 years. In 11 out of the 30 -rears since the founding of 

the PRC, the total output value of the light industry went beyond the 50 percent 
mark of the total industrial output value, while that of the heavy industry went 
over the 50 percent mark in the remaining 19 years. These led to different 
economic consequences in the several five-year plan periods. In the "first five- 
year plan" period, China's heavy industry was pretty weak, and national indus- 
tries left behind by the old society were mostly light and textile industries. 
The ratio between the light and heavy industry in those years was 59 percent 

for light industry and 41 percent for heavy industry. The average accumulation 
rate of the national income stood at 24.2 percent. The Treasury had a surplus 
after expenditure, and the national economic construction developed rather 
quickly. During the "second five-year plan" period, the three years of "Great 
Leap Forward" and rapid increase in capital construction pushed the ratio of 
heavy industry up to 58.2 percent as that of light industry fell down to 41.8 
percent. The accumulation rate went up to 30.8 percent. The four consecutive 
years of financial deficit led to the "three years of hardship."' This was fol- 
lowed by "three years of readjustment" which cut back capital construction and 
raised the ratio of light industry to 46.9 percent as that of heavy industry 
plunged to 53.1 percent. The rate of accumulation was down to 22.7 percent, 

and the Treasury was able to come out of the red with a surplus. The ratio be- 
tween light and heavy industry broke even during the "third five-year plan 
period." The accumulation rate went down to 26.3 percent, and the budget came 
out balanced. Due to pursuit of high speed progress during the "fourth five- 
year plan periods," the ratio of heavy industry went back to 56.4 percent, push- 
ing that of light industry down to 43.6 percent. The accumulation rate was as 
high as 33 percent. The Treasury sustained a deficit for two consecutive years. 
As the guiding ideology of the "fourth five-year plan period" was kept alive 
during the “fifth five-year plan period," the ratio of heavy industry remained 
at 55.6 percent as against 44.4 percent for light industry. The accumulation 
rate went up to 33.5 percent. The Treasury was in red for three consecutive 
years. The national economy was in a terrible bind. 


A review of the 30 years since the founding of PRC shows that any upset of the 
ratio between light and heavy industry affects seriously the national economy, 
which develops satisfactorily when light and heavy industry develop in line 
with coordinated ratios. Otherwise, the national economy gets into troubles. 
To bring about coordinated development of light and heavy industry according to 
established ratios, it is necessary co plan and handle well the two major sec- 
tors of production and distribution. When the accumulation rate is high, the 
heavy industry will expand fast and disrupt the ratio between light and heavy 
industry. Under normal conditions, when the accumulation of the national econ- 
omy stays at 27-28 percent without going over the 30 percent mark, it provides 
a level with a comparatively safe margin to plan for capital constructions 











accordingly. Thus, the ratio of heavy industry should be ekpt at 45-50 percent 
as against 50-55 percent for light industry. That is to say, the ratio of heavy 
industry should not go over 50 percent and the ratio of light industry should 
not be less than 50 percent. Judged in the light of years of experience, this 
level is compatible with the development of the national economy and the finan- 
cial state of the country. This means we must plan the national econon, both 
"to feed the people and to pursue construction." 


Il. There is no doubt that both light and heavy industry should develop accord- 
ing to well coordinated ratios. But alternating increases and decreases in 
light and heavy industry are also objectively unavoidable. According to the 
Marxist theory of reproduction, the relationship between these two sectors is 
dialectical and interdependent. When one of the two expands its reproduction, 
it depends on the other to supply the materials. This is what usually happens 
in practice. Any increase in the output of the means of production leads in- 
evitably to an increase in the output of consumer goods, and any increase in the 
output of consumer goods will also lead to an increase in the output of the 
means ot production. This is an objective process by which the major sectors 
move trom imbalance to balance anc back to imbalance again. The fact we used 

to apply the experience of other countries mechanically has made the increase 

of the means of production an absolute priority in theory. Translated into ac- 
tion, this has led to undue stress on the priority to develop heavy industry. 
Reintorced by the "leftist" guiding ideology, this finally ended in serious dis- 
location of the ratio between light and heavy industry in several periods of the 
development of the national economy. The program of the readjustment of the 
national economy instituted since the Third Plenum of the Eleventh CPC Central 
Committee has broken through the fetter of such theoretical absolutism of the 
past, and switched the priority to more extensive development of the light and 
textile industry, scaling down of capital constructions, and a sizeable cutback 
in heavy industry. The ratio of light industry went over the 50 percent mark 

in both 1981 and 1982. This has led to more coordinated development of both 


light and heavy industry and a sizeable reduction in financial deficits. Since 
then the national economy has been on its way toward to steady growth. 
The large-scale expansion of the light industry in most recent years has created 


markets and increased capital accumulation for heavy industry. At the same time, 
the readjustment of heavy industry has brought changes to its product structure 
and extended its spectrum of service. While still serving capital construction, 
it also turned its attention to serving agriculture, light and textile industry, 
energy resources, communications, export, city and country construction, and 
technological transformation. It has increased the variety of its products and 
their marketability. This will inevitably lead to a resurgence and development 
of heavy industry, which, however, is not just repetition of history. It repre- 
sents a new height and growth of a coordinated development of light and heavy 
industry. Take the metallurgical industry for example. Although the total vol- 
ume of steel output has not increased much, the volume of such short-term pro- 
ducts as sheets, pipes and steel strips has increased tremendously, up from its 
past record of about 30 percent to 50 percent of the total volume of steel pro- 
duced. The machine making industry has developed nearly 7,000 new products for 
the Light, textile and energy departments. The equipment for the light and 
textile industry, mechanical! and electrical appliances for everyday use it pro- 
duced amount to about 10 percent relative to its total output. Chemical pro- 


ducts such as caustic soda, sodium carbonate, and building materials, including 
plate glass and cement, have increased much more than what had been produced in 
the past. These new changes are rare even in history. 
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MICROANALYSIS OF ECONOMIC RESULTS PRESENTED 
Guangzhou YANGCHENG WANBAO in Chinese 10 Nov 82 p 2 


{Article by Lan Guiliang [5663 2710 5328]: "How Does the Industry in the 
City of Foshan Improve Economic Results?"] 


[Text] In the recent 3 years, the industry of Foshan municipality has 
undergone obvious changes. It is so flexible that production and revenue 
have increased for 3 consecutive years. The gross industrial output value 
reached 1056.19 million yuan in 1981, increasing more than 50 percent over 
that of 1978. The profit forwarded to the state by the state-owned enter- 
prises in 1981 increased 38.6 percent over that of 1979; last year, it 
increased 14.4 percent over that of 2 years ago. To study their experi- 
ences in improving economic results will give us a good deal of enlighten- 
ment in our further implementation of the guiding principle and policy of 
opening to the outside world and enlivening the domestic economy, and carry- 
ing out better the strategic objective set forth by the 12th CPC National 
Congress. 


Adjusting Distribution of Production, Reforming Structure of Products 


There are 161 industrial and communications enterprises in Foshan munici- 
pality now, among which 74 are owned by the state. The industrial structure 
there mainly consists of light industries, and the scale of factories are 
mostly medium and small in size. The number of staff and workers is more 
than 77,000. Over a long period of time, tied up by the "left," and also 
because of the irrational economic structure and geographical distribution 
of industries, the products were "the same old ones" year after year, the 
industry had no way to be enlivened at all, and economic results were 

rather poor. 


Ever since the 3d Plenum of the llth CPC Central Committee, they have 
turned in the direction of improving economic results, insisted upon the 
unity of speed and results and the unity of quantity and quality, combined 
the rearrangement of production relations and the development of productive 
forces together, laid stress on the adjustment of service direction and 
production distribution, reformed the product mix, enlarged the serving 
fields, strengthened the capability of adaptation, made an improvement on 


economic results, and found an outlet for the development of industry as 
well. 
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In the work of production distribution, they carried out the reorganization 
and integration at an early date. Starting out in 1979, they made up their 
minds to, step by step, rearrange the production distribution, embark upon 
the proper division of products, and gradually realize specialization, 
cooperation and enterprization. At this point, they have already combined 
86 factories and cooperatives with 43,000-odd staff and workers into eight 
industrial corporations and two general plants. Thus, the initiative has 
been in their hands. Everybody, from the higher level to the grass roots, 
feels that his work is specific; that the management is detailed; that the 
decisionmaking is fast; and that the result is better. At the beginning of 
1979, departments of the Second Light Industry Bureau were reorganized to 
three specialized corporations respectively. From then on, they have 
increased profits by 49.77 percent, and doubled the fixed assets in 3 years. 


In the work of reforming the product mix, they have been making great effort 
in diversification, novelization, and serialization of products. In line 
with the principle of “eyes on the demand of society and making sure of 
economic results," they launched out positively on the reformation of the 
product mix stressing mainly the four following points: 


1. Upgrading and updating products. Up to the first half of this year, 36 
of the 46 essential products included in the state plan had been upgraded 
and turned into the higher category. Therefore, their competitive capabil- 
ity in the foreign and domestic markets was enhanced to a great degree. 

in 1978, there were 150 types of products exported, and it was increased 

to 250 types last year. 


2. Developing products. Over the past 3 years, the total amount of trial 
products has come to 1,900, of which more than 950 have been put into pro- 
duction. When the Ceramic Industrial Corporation found that their indus- 
trial ceramics were unsalable, starting in 1979 they turned their main task 
to producing glazed colored tiles of various designs and sizes. This has 
promoted the development of production. The gross output value reached 
more than 80 million yuan last year, increasing 27.7 percent over that of 

2 years ago. The total export value also increased 30.22 percent over that 
of 2 years ago. 


3. Extending products. To improve economic results by means of increasing 
the extent of processing. The product value depends on the extent of 
processing. For example, the ex-factory price of synthetic leather is 6-odd 
yuan a meter. After processing into a handbag, the price will be more than 
12 yuan, doubling the "value." 


4. Spreading products. Concentrating productive capacity on developing 
new products of high grade and superior quality. For the past few years, 
they have spread 30 odd products produced by the commune and brigade-run 
enterprises in suburbs according to plan. The Foshan Woolen Sweater Plant, 
atter the spreading of thread tags and gloves production, has had more 
workshops and labor force to develop the production of woolen sweaters. 

The export amount increased from 55,000 odd pieces in 1978 to more than 
158,000 pieces last year. 








Strengthentng tue Management, Expanding Reproduction Based on the Intensive 


A key link in enlivening, industry and improving economic results in Foshan 
municipality is strengthening management, speeding up the turnover of 
circulating funds, exploring fully the productive potentialities of the 
enterprises and expanding reproduction based on the intension. They began 
mainly in two aspects: 


1. Consolidating the system of economic res, onsibility seriously and 
attaching importance to bringing the functions of economic levers into full 
play. Above all, they have distinguished the economic responsibilities for 
which the enterprise is obligated to the state and for which the staff and 
workers are obligated to the enterprise. Beginning in 1979, there have 
been 90 enterprises in the city of Foshan having successively put into 
practice the various forms of economic responsibility sysiems such as paying 
taxes instead of forwarding profit and assuming scle responsibility for 
their profits or losses; retaining a portion of the profit plus a shared 
portion of the increasing profit to link up the bonus and forwarding profit; 
setting up a profit contract and sharing of surplus profits; and setting up 
a loss contract and assuming responsibility for losses beyond the approved 
limit. 


All these play an important role in enlivening industry and improving 
economic results. Last year, they went further to consolidate their 
enterprises, setting up and perfecting the responsibility system at every 
level of the enterprises; and everyone had his post and every post had its 
responsibility, thus combining together responsibility, power, and benefits. 
At the same time, the targets of variety, quality, output, cost, expendi- 
ture, safety, and energy savings were linked with the management for the 
overall completion of plans to establish a comprehensive management, and to 
bring the functions of economic levers into full play. 

2. Keeping a tight hold on production and marketing, performing perfectly 
in the management inside and outside the enterprise. For example, starting 
from the strengthening of the management, the Second Cotton Textile Mill of 
Foshan explored seriously their latent productive capacity, expanded repro- 
duction based on the intensive and improved the economic results. They kept 
a tight hold from production to marketing according to the following "six 
dominant factors": "New" is the dominant factor in variety; "excellent" is 
the dominant factor in quality; “low” is the dominant factor in price; 
"fast" is the dominant factor in production; "plenty" is the dominant factor 
in quantity; and "satisfy" is the dominant factor in service. In the first 
half of this year, they already produced 38 new popular varieties. And 

in the recent 2 years, after the fulfillment of the state plan, they have 
actively engaged in marketing by themselves. A "covered truck" line has 
been organized to promote sales all around Guangdong Province. Furthermore, 
they have reduced the price of overstocked products for sales and made up 
the losses by the profit from speeding up the turnover of funds. Thus, the 
production of the entire mill has been enlivened. A host of facts prove 
that every enterprise has its productive potentialities. The point is 
whether or not we can tap them. This is also an art of investment and 
money-making. 








Introducing Foreign Capital and Advanced Technology According to the 
Principle of "Four Advantages” 


Ever since the CPC Central Committee decided to readjust the national 
economy in 1979, Foshan municipality has been actively undertaking "three 
comes and one compensation" [i.e., processing materials supplied by custo- 
mers, processing materials according to given samples, assembling, and the 
compensation trade], and utilizing imports to serve exports. In the 

course of introducing foreign capital and technology, the industry in the 
city of Foshan was just like "a hungry person is not choosy about his food™ 
for a period of time. They derived benefits and also incurred losses as a 
result. Then, they conscientiously summed up experiences and lessons. 
Weighing the advantages and disadvantages, they turned their inward eyes 
outward gradually. They not only saw what was directly in front of them 
but also cared even more for vhat lay ahead. According to plans and needs, 
in line with the principle of “four advantages," and insisting on proceed- 
ing from enhancement of the capacity of self-reliance, they introduced 
foreign capital and advanced technology in the light of their applicability 
to serve the constant growth of the productive capacity. “Import to intro- 
duce; export to compete." All these were for the purpose of promoting the 
development of industry. The principle of the "four advantages" were: 

1) Be advantageous to enlivening the domestic economy; 2) be advantageous 
to rearranging production distribution; 3) be advantageous to tne reforming 
of the product mix; and 4) be advantageous to transforming production 
technique. For example, in the 20 years before 1980, the Foshan Water Pump 
Plant produced only water pumps of series BA model, a Soviet type product 
of the 1930's. The output, output value and variety could not move for- 
ward over a long period of time. At the most, 2,000 or 3,000 sets were 
exported annually. In early 1980, this plant was introducing an English- 
made Holiday water pump by the Dazhong Machinery Company in Hong Kong, and 
a Japanese-made SN-80 automatic suction water pump by a Hong Kong merchant. 
Applying the theory of value engineering, they modelled on the sample 
products. After several imitation and improvements, an XA type water pump 
and an automatic suction water pump of SS-80 type were successively manu- 
factured. The remakes were better than the sample products in weight and 
in the main functions, such as lift, flowing rate, efficiency, and suction. 
They reached the advanced foreign levels and the price was low. These two 
items were introduced and exported in the same year. In particular, those 
resold in Japan have gained very favorable comments from Japanese merchants. 
fhe number exported was 4,940 sets last year, which was more than half of 
the annual gross output. The new trial products from the past 2 years 
accounted for 82.24 percent of the total exported. 


lransforming Old Equipment, Applying New Technology, Concentrating on 
Technological Transformation 


Most of the present industrial enterprises in Foshan municipality were 
developed on the basis of workshops and handicraft industries. They are 
poor in material and technological foundation. Inferior products, weak 
competitive capability and poor economic results are inevitable because of 
the old equipment and the backwardness of technology. 








Advanced scieutit technology is a powerful and vivid social productive 


force. Turning in direction of raising economic benefits, vigorously 


emphasizing technologica! transformation and the renovation of equipment, 
and making key equipment and technology advanced and practical are the keys 
to smoothly developing the Chinese economy. Starting from 1979, the people 
in Foshan have concentrated on the development, transformation and applica- 
tion of new technology and held that this is a strategic measure of 
boosting the economy, investment and making monev. Doing it this way 
means minimizing investment, cyclical curtailimenr, fast results and 
economic benefits. 


Transforming and renovating technical equipment and production technology 
in a planned, orderly and selecti y- Over the past 3 years, while 
undertaking technological transfor sation, the city of Foshan has considered 
both the present needs and development from a long term point of view; 
arranged long-term plans on the basis of short period tasks; stressed 
immediate results but also sought future interest; invested money on the 
development of new technology and made money from the application of them; 
and strived to gain economic benefits in the course cf technological trans- 
formation. According to the characteristics of the industries in Foshan 
and proceeding from saving energy, decreasing cost, improving the functions 
and quality of products, using resources appropriately and satisfying the 
needs of the market, and centering on the development of light and textile 
industries in order to be concentrated on enhancing the productive capacity 
for hot-selling products, they have amassed certain human, material, and 
financial resources to transform 60 key projects and achieved an obvious 
result. 


Integrating technological transformation of enterprises with professionalized 
production in different fields; and developing new skills, new technology 
and new products. Before 1978, because of the backwardness of technology, 
all products made by the First Radio Plant of Foshan were low-grade goods. 

It was in debt for more than 3 million yuan. People called it the "first 
wealthless plant." Since the power of self-management was expanded in 

1980, the plant has centered on the assimilation, digestion, application 

and expansion of advanced technology and has reorganized seven productive 
lines one after another by means of introduction, imitation and transforma- 
tion. As soon as the technological equipment had been transformec, the 
products were upgraded and updated. They were novel in style, different in 
variety, excellent in quality and low in price. Besides, the products 
catering to the market demand have been increasing without interruption and 
also have great vitality and competitive capability. Several kinds of the 
new products of the Diamond brand are all in the situation of demand exceed- 
ing supply. The profit reached more than 7.19 million yuan in 1981 so that 
the "first wealthless plant” became the famous "millionaire plant” in Foshan. 
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CONFERENCE ON ENTERPRISE CONSOLIDATION HELD 
Guangzhou GUANGZHOU RIBAO in Chinese 15 Nov 82 p 1 


[Article by Zhang Xushen [1728 4872 2773]: “Experience of Consolidating 
Industrial and Commercial Enterprises in the City of Guangzhou Gained Praise 
at the Experience Exchange Conference on Consolidation of Industrial and 
Commercial Enterprises Held in Guangdong Province"] 


[Text] At the Guangdong Provincial Experience Exchange Conference on 
Consolidation of Industrial and Communicational Enterprises held in the 
first 10-day period of this month, the experiences passed on by the Economic 
Commission of Guangzhou, the Far East Electric Fan Plant of Guangzhou, the 
Guangzhou Silk and Hemp Mill, the Guangzhou Zinc Rolling Mill and the 
Guangzhou Paint Plant received commendations from the participants of the 
conference. 


Having gone through 7 months of consolidation, the first focal point of 
consolidation--19 municipal state-owned industrial enterprises in 
Guangzhou-—has achieved obvious economic results. A comparison between 
the first to the third quarters of this year and corresponding period of 
last year revealed the gross value of industrial output to have increased 
15.8 percent, realizing the profit growth of 10 percent. These are higher 
than the average level of the enterprises in the same field. To solve the 
three major problems of the past--high cost, great waste and too many 
rejects and seconds in the parts production, the Far East Electric Fan 
Plant has carried out an all-round consolidation of various fundamental 
functions, such as the financial management of cost accounting, the manage- 
ment of supplies, and labor discipline. By doing so, the entire plant has 
gone through a rather big change and economic results have been obviously 
impcoved The cost of all comparable products has been reduced by 5.9 
percent, realizing the target of doubling the profit and the profit turned 
over to the state treasury increased 40.7 percent. In the consolidation, 
the Guangzhou Silk and Hemp Mill paid attention to perfecting its own system 
of economic responsibility and to improving economic results. The amount 
iorwarded to the state in the first 9-month period of this year was more 
than 11 million yuan, an increase of 8.4 percent over the same period last 
year. The Zinc Rolling Mill is an old factory with a long history of 60 


odd years in Guangzhou. As a result of the 10 years of domestic turmoil, 
its work efficiency was low and economic results were poor. The people 
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there have revr,. ‘ed their labor organization seriously and strengthened 

the various systems management; and economic results were improved. In 

the period of January to September this year, i profit increased 30.9 

percent, and the Labor productivity of full personnel increased 15 percent. 
t 


vigorously grasped labor 


? 
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In the consolidation, the angzhou Paint Plan 
discipline and this promoted the development of production efficiency. Its 
contract financial responsibilities for this year were fulfilled 3 months 
ahead of schedule. The tax and forwarding profit to the state increased 
25 percent over that of the same period of last vear. These have put an 
end to the passive situation where production fluctuated, cost increased 


and profits decreased in the past 3 years. 


Twenty-four speeches on typical cases were given at the Guangdong Provincial 
Experience Exchange Conference on Consolidation of Industrial and Communica- 
tional Enterprises. The conference held that the experience of the Guangzhou 


Economic Commission and the above four factories of Guangzhou were very 
good, and requested all prefectures, municipalities and enterprises in 
Guangdong Province to study, utilize and refer to them seriously. 


Li Jianan [2621 1696 1344], a deputy governor of Guangdong Province, gave 
a speech at the conference. 
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ECONOMIC MANAGEMENT 


GUANGDONG MAKES PROGRZSS IN ENTERPRISE REORGANIZATION 
Guangzhou NANFANG RIBAO in Chinese 22 Nov 82 p l 


[Text] The Province of Guangdong has made noticeable headway in re- 
organizating its industrial and communications enterprises. According to 
statistics on the first batch of 403 enterprises reorganized between 
January and September of this year, the profit they have earned shows an 
increase of 12.7 percent over that of the same period a year ago. The 
profit they have turned over to the state is up by 10.1 percent over that 
of the same period iast year. Their economic eiiectiveness now far 
exceeds that of those enterprises not yet reorganized. 


The reorganization of the industrial and communications enterprises of 
Guangdong started at the beginning of this year. Since then the provincial 
CPC committee, the provincial government, and other related departments 
have dispatched 1 after another of 38 select grass-root investigation 
units to the basic levels to assist the enterprises to carry out their 
reorganization. Working closely with the leadership cores of the enter- 
prises, they have achieved rewarding results in reforming the labor force 
organization and consolidating their system of internal economic respon- 
sibility. Comparing the first 9 months of this with those of last year, 
the total industrial output value of the lst batch of 19 reorganized 
enterprises has gone up by 15.83 percent, higher than the 8.8 percent level 
achieved by all the enterprises across-the-board. The profit actually 
earned has gone up by 10.48 percent, higher than the 5.28 percent level 
achieved by all the enterprises across-the-board. The industrial output 
value of the 5 key enterprises reorganized by the Guangdong Provincial 
Department of Metallurgy INdustry rose to 353.91 million yuan between 
January and September of this year, up by 44.25 million yuan over that of 
the same period last year, an increase of 14.29 percent. The profit they 
actually earned was 101.32 mi-lion yuan, up by 29.52 million yuan over 
that of the same period last year, an increase of 41.1 percent. Assisted 
by a select grass-root investigation unit, the Maoming Petroleum Industry 
Company has completely reorganized itself to increase production and 
enhance its economic effectiveness. Its earned profit by the end of 
September was over 190 million yuan. It has achieved the profit quota 
for the entire year scheduled by the provincial authorities. 





spurred on by t industries, the industrial and communications organs 
+, 


ill localities, « , and counties have acted promptly to dispatch 
large numbers of cadres reorganize their enterprises, and incr 
the number of the first groups of enterprises for reorganization 
12th CPC Congress, those 


to more than 400. Inspired by the spirit of the l2tt 
begun to pick up speed. The 


localities which had lagged behind have 
provincial, local, and municipal organs concerned and the ‘first groups of 
enterprises which had been reorganized met at Zhaoqing from 5-9 November 
to go over what they had experienced, and they worked out the standards 
king and acepting the reorganization done by the enterprises. 


for che 
implement the reorganization 


They are resolved to go a step further to 
of the enterprises. 
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FINANCE AND BANKING 


CURRENCY CIRCULATION IN HENAN INVESTIGATED 


Beijing ZHONGGUO JINRONG [CHINA'S BANKING] in Chinese No 22, 19 Nov 82 pp 20- 
23 


[Article: "A Survey on the Present Market Currency Circulation Situation in 
Henan Province" ] 


[Text] I. Obv‘ous Improvements in Market Currency Circulation 


Since the 3rd Fienary Session of the llth National People's Con_ress, under 
the leadership of the various levels of party committees ana government, in 
the areas of adjusting and developing the national economy, we have adopted 
many effective measures which have brought about significant changes in the 
provincial economy of Henan. Total industrial and agricultural output value 
in Henan in 1981 showed a 7.5 percent increase over that of 1980. Of this 
increase, total agricultural output value increased 9.5 percent, surpassing 
by more than double the average annual growth rate since the establishment 
of the People's Republic; total industr‘-l output value increased by 6.3 per- 
cent, of the total industrial outpuc ue, light industry output value in- 
creased 14.7 percent, while the heavy industry total output value declined 
2.> percent. During the current year, light industry has maintained steady 
growth and a resurgence of growth has been seen in the development rate of 
heavy industry. By the end of September, total industrial output value in- 
creased by 9.1 percent. Of this, increases in light industry amount to 5.9 
percent while industrial growth in heavy industry has been 12.9 percent. In 
izgricultural production, despite relatively serious disasters during the au- 
tumn, owing to good harvests of past successive years and overall output in- 
creases in staples and oils this summer, the majority of the peasants have 
basic provisions and do not feel threatened. They are now enthusiastically 
planting wheat and developing diverse enterprises to make up for the losses 
caused by the disaster. 


Due to tndustrial and agricultural development, there is an abundant supply of 
commodities for the markets. According to statistics, the total purchase 

value of industrial goods in Henan during the first 8 months of 1982 was 4.8 
percent greater than goods purchased during the same period of 1981. Of this, 
great increases in total purchases were seen among the major items such as 
bicyles, watches, televisions, light bulbs, washing detergents and chemical 
fertilizers etc. During the period of 1978 to 1981 the average yearly increase 


47 








in total purchase for agricultural by-product r 
tirst & months vt 2? there was an increase of 2.// percent compared to the 
same period of 1981. these, major commodities such as grains, oils, cotton 


ind hogs etc. all experienced large margin increases. 

At the same time, leadership departments of various levels of the party and 
government all resolutely took charge of commodity circulation work, giving 
special attention to increasing commercial networks, improving service atti- 
tudes, and promotion of timely distribution -£ commodities to the countryside. 
articularly following the decisions announced by the State Council this year 
to clear up currency channels and to expand upon industrial goods being sent 
to rural markets, various localities adopted a variety of measures to organize 
industrial goods destined for rural markets resulting in unusually brisk busi- 
ness tor those supplying commodities to urban and rural markets. In the situ- 
ition of comparatively increased growth since 1978, total sales for the first 
8 months of this year increased by 2.9 percent compared to the first 8 months 
of 1981. 'f this, the increase in purchases of luxury goods is ‘pecially 
noticeable. 


since the 3rd Plenary Session of the llth National People's Congress, as the 
people's economy o! the entire province has maintained a relatively fas" rate 
of development through adjustment procedures, both urban and rural folks have 
obtained material benefits. Based on investigations of relevant departments, 
on the average, each farmer's net income in 1981 was 216 yuan, an increase of 
l.| times that of 1978; individual average yearly wages for all the people and 
employees of collective enterprises increased from 590 yuan in 1978 to 742 
yuan, an increase of 26 percent or an actual increase of 15.5 percent when 
eliminating inflationary factors. 


Development of the people's economy has brought about obvious improvements in 
the currency circulation situation. Chief indicators ot this improvement can 
be tound in the following four areas: 


A decline in the amount of money put into circulation; a deciine in the 
margin of increase in the amount of currency circulating in the markets; an 
increase in retail sales of commodities. During the first 9 months of 1982, 
total net withdrawals of curre.cyv amounted to 457.14 million yuan, an in- 
crease of 24/.33 million yuan over the amount withdrawn during the same period 
of 1981. ‘vhole-year estimates for the amount of currency that will be put in- 
to circulation during 1982 show a decline of 34.78 percent compared to 1981. 
L982 year-end currency circulation totals will be 12.07 greater than year-end 
figures of 1981, which is lower than the 20.01 percent margin increase o! 

1981. Estimates for 1982 social commodities retail sales still show an .n- 
crease of 10.6 percent in comparison to year-end figures of 1981. 

» A gradual levelling in the balance between the supply of commodities and 
buying power for social commodities and a weakening in supply and demand con- 
‘radiction of market commodities. During the past severals years, there has 
been throughout the province a great increase in the purchasing power for 
social commodities and the disparity with the amount of goods that can be 














supplied has diminished steadily. 1982 estimates reveal a basic equalization 
of purchasing power and the amount of goous available. An important factor 
has been the yearly expansion of purchases and inventories of the commercial 
systems, resulting in the steady increase in commodity reserves, and the daily 
strengthening of market supply capability. Based on statistics, upon the 
basis of a 41.88 percent increase in total commercial reserves of the people 
throughout the province in 1982 compared to 1978, there has also been an in- 
crease of 9.9 percent during the first 8 months of this year in comparison to 
the same period of 1981. Currently, the greater portion of commodities sup- 
plied in the markets are plentiful and the contradiction between supply and 
demand is relaxing daily. In the situation where market supplies are daily 
increasing, the original seller's market has become a buyer's market. Con- 
sumers have become more selective of commercial products and a portion of con- 
sumers have switched from vying for goods with money in hand to saving their 
mone, and waiting to buy, a portion of high grade goods have gone from being 
in short supply to being easily available or even slow selling. 


3. Basic stabilization of prices and an increase in the actual income of 
urban and rural inhabitants. Following the 3rd Plenary Session of the llth 
National People's Congress, in order to diminish price differences between in- 
dustrial and agricultural goods, the purchase prices of agricultural by-prod- 
uct commodities were raised, resulting also in an increase in prices for some 
daily consumer goods. However, price stabilization has always been maintained 
for nationally rationed products required for daily living such as grains, 
cottons, oils, coal etc. and even for rents, water and electricity. Washed 
cotton tabrics, televisions, wrist watches and such durable consumer items all 
experienced varving degrees of price decline. At the same time, although the 
across-the-board index for the cost of living is on the rise, yet due to ad- 
justments in wages and increases in bonuses and subsidies, and corresponding 
increases in employee income, actual income has still been raised. Based on 
statistics, in comparing 1981 with 1978, there has been a net increase in 
workers’ actual wages of 16.4 percent. For the past several years, each peas- 
inc has on the average increased his income by 48 yuan due to government in- 
creases in agricultural by-product prices. Due to rising levels of market re- 
tail prices, total increase in expenditures amounts to an average of 9.1 yuan 
per person; the two offsetting one another, the peasant's average net increase 
in income is 38.9 yuan per person. 


+. People feel secure; urban and rural savings have increased in broad mar- 
wins. With daily improvement in market commodity supplies and feeling secure 
sate, urban and rural residents have been depositing extra monies into 

banks and saving money has already become a good habit among the broad masses 
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of the people. During the first 8 months of this year the net increase in 
saving of cities and towns throughout the province occupies 2.75 percent of 
the total value of currency withdrawn from circulation, which is an increase 


of 2.6 percent in comparison with the same period of last year. Based on Kai 
Feng City Branch Office studies, saving deposits during the first half of the 
year in that city increased by 8.01 million yuan. Of this, long-term saving 
deposits account for 71.5 percent. Small cash deposits account for 19.7 per- 
cent and daily use petty cash deposits account for 8.77 percent. So the 











development of savings enterprises is an important indicator of the masses' 
brimming confidence the future of economic development and of improvements 
in market currency circulation. 


II. Amount of Market Currency in Circulation Still High at Present 


Despite obvious improvements in the condition of market currency circulation 
throughout the province, the condition of high currency volume has not en- 
tirely changed. We predict that the volume of market currency in circulation 
of the whole province will still exceed the increases in industrial and agri- 
cultural production and the supply of consumer goods. This year, the ratio 
between the amount of market currency in circulation and the retail value otf 
commodities produced by society (including the volume of business transacted 
at country fairs) is approximately 1:5.47, exceeding Henan's normal ratio of 
1:7 by 700 million yuan. The causes behind this market currency volume growth 
are: Objectively, due to developments and changes and the economic situation, 
certain new factors requiring increases in the amount of currency have ap- 
peared; subjectively, due to various reasons, certain tasks which need to be 
done have not been completed on time. This is particularly true in that the 
internal structure of light industries still falls short of being rational, 
me products are not fit for sale on the market, while supplies of other 
products exceed market demand. 


|. New Objective Factors Requiring an Increase in the Volume of Currency in 
Circulation Encompass the Following Seven Areas: 


'irst, due to economic development and busy business transactions, the volume 
of cash receipts and expenditures has grown in broad margins. In the past, 
total cash receipts and expenditures had a yearly increase of oniv 4 to 6 per- 
cent. In recent years however, they have experienced a yearly increase of 15 
to 20 percent or more. Comparing the period of the first 9 months or 1982 
with the same of 1981, we find an increase of 13.4 percent in total cash re- 
ceipts, and 11.2 percent in total cash expenditures. Especially since the 
villages have practiced various forms of production responsibility systems, 
cash expenditures have proportionately increased. For example, during the 
first 9 months of this year, cash payment increase for the purchase of agri- 
cultural by-products amounted to 1.5 times that of the same period in 1978. 
lor every 100 yuan of commodities sold this year, 76.6 yuan in cash receipts 
resulted, an increase of 12.51 yuan in comparison with 1978 figures. 


Second, the increase in group units has brought about an increase in cash re- 
serves. Following reforms in the system, there has been a fine division of 
labor in specialized fields and smaller accounting units. In recent years, 

the construction of service network points for state-run commerce and food and 
beverages industries has been strengthened. At the same time, network points 
for collectives, individual units and young intellectuals have also been devel- 
oped. According to incomplete statistics, there were approximately 600,000 
plus group units at the end of 1981, an increase of 35 percent compared to 1978 
figures. These units need to set aside a certain amount of cash working funds. 
Enterprises experimenting with the implementation of the economic responsibil- 
ity system have also provided reserved cash for their workshops, teams and 








vroups. In addition, because of relaxed cash management in some places, there 
exists a phenomenon of cash over reserves and of units receiving undeserved 
cash, resulting in an even greater increase in cash reserves among units. 
Based on a typical survey of Xi Xia county, 1981 cash reserves exceeded that 
of 1978 by 60 percent. 


Another reason for the increase in cash reserves of group units is an increase 
in direct sales by the industries. In Zheng Zhou city, total industrial sales 
during the first half of this year increased 35.74 percent in comparison to 
1981. -Lxcept for a small portion of cash deposited in banks, most of the 
monies have been retained for expenditures by the units, thus increasing the 
volume of cash reserves in the units. 


Third, the expansion of country fair transactions has led to an increase in 
currency being tied up in the markets. In recent years,country fair trade 
has grown obviously, be it in the quantity of goods arriving in the markets 
or in the area of circulation. According to typical surveys conducted in 
Zheng Zhou and Zhou Ko, the volume of trade in 1981 was more than two times 
that of 1978. After a portion of this currency goes into circulation in the 
market, except for a small portion which can go back to the banks through 
sales of goods, most of it will circulate endlessly in country fairs. This 
has practically added to the volume of currency put into circulation. 


Fourth, the development of individual economy has increased the amount of cur- 
rency required in the market. UJuring the first half of 1982, individual econ- 
omies throughout the province developed relatively fast. These economies ex- 
ercise flexibility in management, enjoy brisk sales and their businesses grow 
larger day by day. Based on a survey of Lu Yi county, there are 4,502 indi- 
vidual economic households throughout the county, possessing combined capital 
of 3.6 million yuan. A great portion of their money is being kept by indi- 
viduals and is not deposited in banks. The entire province has a total of 
232,500 individual economic households. Based upon the calculation that each 
household keeps 500 yuan, the entire province will have 116.25 million yuan 
detained trom the market and unable to return to the banks. 


fifth, increase in peasant income has swollen the volume of currency in vil- 
leges. Based on a random survey %n family budgets of commune members, the 
average individual net income of the agricultural population reached 216 yuan 
in 1981, an increase of 1.1 fold over 1978. With the increase in peasant in- 
come, the amount of money held in peasant households also increased. In 1981, 
the average amount of money held by each peasant throughout the province was 
28.45 yuan, an increase of 15.17 yuan in comparison with 1978. 


Sixth, worker income increases in cities and towns has led to an increase in 
money held from the market. Based on a survey of workers’ family budgets in 
1981, the average individual expendable income for living expenses was 33.9 
yuan, an increase of 35.6 percent comparing to 1978. After discounting fac- 
tors of inflation, actual income increased 24.5 percent. Due to employee 
salary hikes, the average amount of currency held by each city and town resi- 
dent reached 34.36 yuan per month, an increase of 70.35 percent in comparison 
with 1978. 











, } aes . e tae sles Le : 4 med roo 
eventir, «ony with the expansion Or key deveiopment projects, isn require 


ents have increas In recent years, despite great achievements obtained 
in the area of budgec.. constraint with respect to the key development front 
and the resultant budget iry shrinkage, non-budgetary expenses have increased. 
In 1981, basic construction investment budgeted amounted 900 million yuan, 


i decline of 750 million yuan comparing to the 1.65 billion yuan of 19/78. 
However, basic construction investment outside of budgetary consideration was 
1 billion yuan, an increase of 670 million yuan comparing to the 330 million 
yuan of 1978. based on typical surveys, for every 100 yuan invested in basic 
constructions, the amount of cash needed for payment within budgetary bounds 
is 25 percent, while the amount of non-budgetary cash required for payment is 
around 40 percent. Based on this calculation, we will need to increase the 
amount of disposable cash by 125 million yuan. This certainly is a major 
problem worthy of attention. 


>. Subjective Factors Affecting the High Volume of Market Currency Circula- 
tion Arise Principally trom the Following two factors: 


First, our province has not kept up very well with the work of supplying goods 
to the rural areas. tienan is a province in which the agricultural inuustry 
plays a dominant role. Through the years, more than 60 percent of the cur 
rency in circulation has been spread throughout the villages. Also, the scope 
of currency increase in villages has been larger than that in cities. Compar- 
ing 1981 with 1980, we find that the volume of currency in villages increased 
by 39.5 percent, while that of the cities increased by only 26.1 percent. The 
volume of currency in villages grows rapidly, while the supply of industrial 
goods lags behind. At present, the peasants’ urgently needed commodities are: 
irst, suitable chemical fertilizers, and means of production such as walking 
tractors; second, construction materials such as bricks and tiles, cement, 
lumber, glass, etc.; third, items of daily consumption such as garments, 
leather and cloth shoes, etc., and luxury items such as bicyles and sewing 
machines. But these commodities are mostly short in supply in rural areas. 
Some peasants, in order to be able to buy what they necu, have no choice but 
to travel to the cities to shop. Based on a survey on the Two-Seven depart- 
ment store building conducted by the Zheng Zhou City branch otfice, the num- 
ber of peasants shopping in that building accounts for over 40 percent of 
their customers. But those peasants who go shopping in the cities are 
minority after all. thus a good portion of the currency has been retained 
the hands of peasants for relatively long periods of time due to their inabdii- 
ity to purchase suitable goods in time. 


wcond, there still exists the phenomenon of clogged merchandise circulation 
channels. The structure for goods is irrational. Part of the goods do not 
meet market requirements and are not suitable for sale. At present, generally 
speaking, the major channels for goods circulation are clear while the minor 
channels are clogged up. (he major clearance refers to the situation wherein 
industries carry on multi-channel shipment of goods and practice a diverse 
economy, providing prerequisites for facilitating the circulation of goods. 

The minor blockage refers to the phenomenon that between the industrial and 
commercial departments, and between the second-level stations and retail out- 
lets, there is a lack of coordination between buying and selling. In addition, 








tring only for output value, some enterprises fail to consider the market for 
their products. Therefore, some of the goods fail to meet market requirements 
and are not fit for sale, tying up a considerable amount of the state's capital 
and obstructing the process of currency withdrawal from circulation. 


Based on statistics, at the end of last June, finished industrial products in 
stock from the entire province totalled 4.8 billion yuan, but only 3.8 billion 
yuan of this amount is fit for sale. At the end of last June, problem commodi- 
ties held in stock by the Chamber of Commerce system throughout the entire 
province were valued at 710 million yuan, or 25.81 percent of the entire com- 
modities in stock. Of the commodities in stock, the commodities overstocked 
in relatively large quantities are synthetic fabrics, cotton-synthetic mixes, 
liquor and tobacco. These 4 kinds of commodities add up to a value of nearly 
1 billion yuan, an increase of 24 percent in comparison to the same period of 
last year. Some commodities have to be reduced in prices due to overstocking. 
Though higher sales can be expected this way, the strength of the volume of 
currency to be withdrawn from circulation is weakened. Nevertheless, relevant 
departments still plan to produce certain overstocked commodities and the ex- 
tension of credits continues to increase. Thus, currency put into circulation 
through credits and loans cannot be withdrawn from the market in corresponding 
quantities. It cannot be denied that this is a major impediment to reduction 
of the volume of market currency in circulation. 


(ll. some Views on Further Improvement in the Condition of Market Currency 
Circulation 


[In order to continue to thoroughly implement the policy on currency stabiliza- 
tion and to strive for further improvement in the condition of market currency 
circulation, we feel that, in view of extant problems, it is necessary to 
eftectively carry out the following tasks: 


we need to conduct an in-depth investigation and study of the loopholes 
affecting currency to be put into circulation and potential currency to be 
withdrawn from circulation and, remedying the ills, adopt relevant measures. 
Especially in view of various professions and trades proposing many means and 
measures for initiating a new phase in the four modernization program, what 
the banks should do in order to initiate a new phase is a new problem which 
urgently requires study and investigation. 


’, We need to promote the production of products suitable for sale on the 
market. From here on we ought to earnestly overcome the tendency to simply 
pursue Output value and ought to first consider the sales of products before 
we put any product into production. At the same time, as for the volume of 
commodities in stock, we cannot just be satisfied with the balance of overall 
volume but have to pay attention to the balance in the composition of product 


variety. In order to bring about good sales, not only do enterprises need to 
have firm control of the measures for increasing output, they also need to 
work relentlessly on enhancing the quality, quantity, and the variety of 
colors and designs of products. In the past, most of the short-term credits 
extended by banks were used in measures designed to increase output and mini- 
wize cost, while little was spen: on renovating technology and improving the 








quailty and quantit iT goods. Based on statistics, among the key develop- 
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ent projects on t logical improvement for the entire province in Si, 
818 projects were for increasing output, 58 projects for st-cutting meas- 


ures, and 68 projects for raising product quality and quantity. Wwe ought t 
pay heed to correct this situation from hereon. 


3. We need to further clear the channels for product circulation and facili- 
tate the passage of industrial goods to go down to the countryside. from now 
on, we ought to pay attention to timely resolu:ion of the contradictions be- 
tween industry and commerce, and between wholesale and retail enterprises. 

At the same time, we should make sensible arrangements for the locations of 
commercial network points, reduce the chain for the flow of goods and, as much 


as possible, let the goods circulate smoothly without obstructions. se es- 
pecially need to overcome the phenomenon of emphasizing cities while neglect- 
ing the countryside, devote substantial efforts to organize industrial goods 
to go down to the villages in order to satisfy the peasants’ needs. Since 
this year, in order to organize industrial goods to go down to the rural level, 
the Chamber of Commerce system throughout the province has planned for 161 de- 
scending points. By August, 95 descending points had already begun operation, 
which is 59 percent of the number planned. Joint state enterprises have plan- 
ned tor 204 descending points. By August, 70 such points were already doing 
business, 34.7 percent of the number planned. We should continue to work 

hard on setting up points which have not heen set up in order to promote 
smooth flow between wholesale and retail enterprise channels. 
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FINANCE AND BANKING 


RAISING ECONOMIC EFFECTIVENESS OF RURAL CREDIT SYSTEM 


Beijing ZHONGGUO JINRONG /CHINA'S BANKING/ in Chinese No 20, 19 Oct 82 
pp 16-20 


/Speech by Comrade Han Lei /7281 7191/ at the Experience Exchange Conference 
on Raising Economic Effectiveness of the Rural Credit System, at the 
Agricultural Bank of China on 28 Spetember 1982 /Excerpts// 


/Text/ This experience exchange conference on raising the economic effectiveness 
of the rural credit system was called upon the glorious closing of the 12th 

CPC National Congress. The 12th CPC National Congress was the most important 
meeting we have had since the 7th CPC National Congress. Comrade Hu Yaobang, 
representing our Party's Central Committee, delivered a report on "Creating a 
New Situation in All Fields of Modernization" at the 12th CPC National 

Congress. It delineated the great historical accomplishments of our Party 
during the past 6 years, especially since the 3rd Plenary Session of the llth 
CPC Central Committee. It outlined our party's main tasks during this new 
historical era. It demanded that by the time we embarked on the 6th Five-Year 
lan, all our economic tasks be shifted onto the path of enhancing economic 
effectiveness. In addition, it called for continual readjustment, restructuring, 
reorganization, and upgrading of our national economic priorities, policies, 

and strategies. It called for a significant increase in the effectiveness of 
our national economic agencies, adherence to the principle of maintaining a 
basic balance between revenues and expenditures, a basic balance between 

credit receipts and payments, and the basic stability of prices. The 12th 

CPC National Congress has, in fact, established our future basic economic 
policies and tasks. We must resolutely implement them. We must organize all 
our cadres and staff and workers in the agricultural banking system to emulate 
the spirit of the 12th CPC National Congress documents. All cadres and staff 
and workers should be brought to a clear understanding of the guiding principles 
and policies set up by the 12th CPC National Congress. We should all make these 
guiding principles and policies our own program of action as well as a guide 

to action in our daily work. If we do this, our rural banking work will 

embark on the path of achieving the fundamental policy of the 12th CPC National 
Congress, raising the economic effectiveness of our rural credit system, 
speeding up an all-round development of the rural economy, thereby providing 

a motivating force for attaining the magnificent objectives set by the 12th 

CPC National Congress. 
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Since the Party (< tral Committee and the State Council decided to restore 

the agricultural ba: n 1979, we have been pursuing a series of guiding 
principles and policies un rural economic development advanced by the Party 
Central Committee. We have been trving to make our rural banking work meet 
the needs of an all-round rural economic development. We have been emphasizing 
the economic effectiveness of utilizing our rural credit funds. With the 
concerted efforts of our vast numbers of cadres and staff and workers, as well 
as the continual vigorous economic growth in the rural sector, we have made a 
great advance in rural banking services, raised the economic effectiveness 

of the rural credit system, and acquired a great deal of experience in these 
areas. This experience exchange conference brought us together to summarize 
our experiences and accomplishments. Our discussions pertained to the 
following. 


1. What do we mean by the economic effectiveness of the rural credit system? 
How do we assess economic effectiveness? 


2. How do we raise the economic effectiveness of the rural credit system? 


Economic effectiveness may be explained as follows. First, by economic 
eitfectiveness is meant the comparative relations between input and output. 
To raise economic effectiveness is to increase output for a fixed input. 
Second, by the economic effectiveness of the rural credit system, we mean 
that, putting in a certain amount of credit funds, we work toward raising 
the production and sales needed by society in agriculture, forestry, animal 
husbandry, sideline production and fishery in accordance with the Party's 
yuiding principles and policies. In this process, the bank, by providing a 
certain amount of credit funds to the rural sector, increases the scope of 
services, and generates more income. Third, we should note that the bank is 
an institution not directly involved in material production and circulation 
of commodities. It works through money and credit-provision activities t 
support the concerned departments in material production and circulation of 
commodities to achieve economic effectiveness. By raising the economic 
effectiveness of these departments, the economic effectiveness of the credit 
system itself is achieved. Therefore, in assessing the economic effectiveness 
‘f the rural credit system, we must link it to the related economic 
effectiveness of the whole economy and that of the credit-users. We are 
nainly concerned with assessing the economic effectiveness of the rural 

credit system itself. This, however, should be done under the premise that 
the related economic effectiveness of both the whole economy and the credit- 
users must be taken into consideration. Fourth, in evaluating the economic 
effectiveness of the rural credit system, it is necessary for us to correctly 
handle the following related problems of relationships: 


1. The relationship betweer macroeconomic effectiveness and microeconomic 
effectiveness. From a collective viewpoint, macro- and microeconomic 
effectiveness should be identical. If they are not, microeconoomic 
considerations should yield to macroeconomic considerations. 


2. The relationship between the economic effectiveness of the whole economy 
and that of credit-users. Under our Party's guiding principles, the two 











thhould be consistent with each other. If they are not, economic considerations 
of the credit-users should be subordinated to those of the whole economy. 


3. The relationship between the economic effectiveness of credit-users and 
that of the banks. The role of banks in a socialist society is to foster 
expansion of production and circulation of commodities and to promote price 
stability. In providing credit, we must see to it that the economic 
effectiveness of the credit-users should be considered first; that the 
economic effectiveness of credit-userse parallels that of the banks; and that 
their relationship is correctly handled. 


4. The relationship between the economic effectiveness of the bank's credit 
activities and its gains and losses. The bank's credit funds should be fully 
utilized and recalled on schedule, and the turnover rate should be accelerated 
according to the established national policies and plans, as well as to the 
needs of the production and circulation units. On the basis of this, 
moreover, the bank should increase its receipts. We cannot blindly pursue 

the objective of profitability in violation of national policies and plans 

and the principle of sound credit management. Loans should not be given out 
indiscriminately. Nor should interest rates be arbitrarily raised, or 
payments due be left uncollected. 


How do we enhance the economic effectiveness of our credit system? Based on 
the experiences we discussed at this conference, we have come up with the 
following eight premises: 


1. Actively implement our Party's guiding principles and policies for the 
rural sector. Develop agriculture, forestry, animal husbandry, sideline 
production and fishery in a manner appropriate to local conditions. 


Agricultural development depends first on policies, and second on technology. 
Since the 3rd Plenary Session of the llth CPC Central Committee, the Party 
Central Committee has adopted a series of correct guiding principles and 
policies. The most important ones are to establish the agricultural production 
responsibility system and to readjust the structure of the rural economy. We 
must eradicate our various past mental blocks, be determined to implement the 
policies established by the 3rd Plenary Session of the llth CPC Central 
Committee. This is a prerequisite and guarantee for raising the economic 
effectiveness of the rural credit system. Our discussion on subbranch 
experiences in Nanning (Cuangxi), Huanghua (Hebei), Yuanjiang (Hunan), 
Lianjiang (Fujian), Xixia (Henan), and Balin Right Banner (Nei Monggol) 

show that, be it in the north or the south, on mountains or on plains, on 
beaches or grasslands, if we are to support rural economic development and 
raise its economic effectiveness, we must start with the natural resources 

ind the technical conditions of the localities. Following the development 
plan formulated by the local authorities, we should promote production 
specialization, economic diversification, and facilitate the rational 
readjustment of the rural economic structure. We must make full use of the 
comparative advantage of the locality. Promote farming where it is most 
appropriate; and encourage forestry or animal husbandry where it is so suited. 
Say, if the land is suited for grain production and for developing other crops, 








emphasize grain | juction. Utilize all available waterfronts and beaches 
along the coast to develop aquaculture. After the production 
responsibility system it.4s been implemented, the surplus labor force and a 


considerable number of part-time family workers should be mobilized in the 
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development of industrial subsidiary production activities, smal 
aquaculture and planning, elementary material processing businesses which do 
not compete with modern industrial enterprises for raw materials, and service 
trades. Our Party's policy is to make the rura' populace become rich as 
quickly as possible. To accomplish this, it is undesirable, or at least 
inadequate, to rely on grain production and farming alone. The central 
objective of our rural banking work is to carry out the rural policies 
adopted by the 3rd Plenary Session of the llth CPC Central Committee, and t 
bring about an all-round development of the rural economy. It is only under 
this premise that the economic effectiveness of the rural] credit system will 
be enhanced. 


¢. Support agriculture in the entire process of agricultural production; 
foster rural socialist commodity production. 


Our Party's current economic policy is to develcp socialist commodity 
production. The objective is to bring the initiative of the peasantry into 
play and raise labor productivity in rural areas. This is the only way that 
peasants can quickly become rich. The prerequisite for commodity production 
is that products are marketable. In this regard, we not only have to support 
production in all links of the production chain but also have to work on 
improving every aspect of distribution, eychange, and consumption; make the 
farm and sideline products of the peasantry marketable; and urge them t 


produce more products which have a ready market. This is the wav we support 
the development of socialist commodity production. mn recent vears, the 


problems of marketing farm, sideline and native produce have arisen as a 
result of increasing grain production and the development of economi< 
diversitication in rural areas. To solve these problems, we must see that the 
State-operated commercial enterprises, and supply and marketing cooperatives 
organize commodity enterprises circulation in accordance with /objective/ 
economic laws; facilitate procurement, processing, storage and transport 

and marketing of farm and sideline produce; organize well the exchange of 
commodities and products between cities and villages; and support yllectivized 
commercial activities, as well as the legitimate commercial activities 
individual peddlers allowed by policies so that a multi-channel and a muiti- 
level commodity circulation can be set up. In addition, we should develop 
small ities and towns into distribution centers for rural commodities; and 
develop their communications and transportation enterprises, hotel business 
and catering trade, as well as other maintenance and repair services and 
other service trades needed in the countryside. All these facilities are 
necessary to ensure efficient exchange of goods between the city and the 
countryside, thereby enabling an all-round development of agriculture, 
forestry, animal husbandry, sideline p.oduction and fishery. At this 
conference, the subbranch bank in Suich: an County of Jiangxi reported how it 
supported its communes and brigades in developing their farm and sideline 
processing enterprises by utilizing available local resources; the subbranch 
bank in Jian County of Jilin cited their support for joint agricultural- 
industrial-commercial enterprises in their efforts to integrate production, 








roct processing and marketing; and the subbranch banks in Xian 
Prefecture of Gansu and Deyang County of Sichuan discussed their experience 

in supporting commune- and brigade-run enterprises to open channels connecting 
production and marketing. These examples serve to illustrate the point that 
the various localities have recognized the need to support production during 
the entire production process, and have achieved good results in paying 

special attention to marketing links. At the same they indicate that~hese 


measures correspond to the objective /economic/ law regulating commodity ~ 

° . ° —_ —_ ™., 
circuiation. lee 
3. Support popularization of science and technology in agriculture and 


spread scientific farming. 


We cannot assume that once credit has been provided to a collective unit or 
in individual and once they have acquired seeds, fertilizers, insecticides, 
farm machinery, and irrigation facilities, our support to agriculture is 
complete. Neither can we assume that the more credit we provide and the more 
production facilities are acquired, the more help we bring to agriculture. 
Indeed, this is not necessarily so. There is the question of the extent of 
ipplicability and proper use of these facilities. If they are inapplicable 
‘rc not properly used, economic effectiveness will be low. They may not even 


t 
\ 


be economically effective. They may actually impose a burden on the 


‘ red ‘ t “users . 


This brings us back to the point of the importance of scientific farming. 

Wwe have a large population coupled with a scarcity of arable land. The main 

means by which we can raise agricultural production is to increase unit 

yutput. In view of the characteristics of China's agriculture, it is not 

‘ry easy to raise output by even 2 percent, 3 percent, or 4 percent annually. 

However, if we use the improved seeds that are suitable for the area, it is 

ssible to increase annual output by 5 percent, 10 percent, or even 15 

ercent and obtain twice the result with half the effort. Therefore, we 

must encourage extensive applications of science and technology to agriculture. 

Encourage collective tnits as well as commune members to acquire and apply 
ientific knowledge, to practice scientific farming, and to engage in 
lernized production. We should also do our utmost to support scientific 

research units and production units to breed and popularize improved varieties 
seeds, and to manufacture highly effective, low-toxic and low-residual 

insecticides. We must help communes, production brigades as well as teams 

ind individual farmers analyze soil types, carry out scientific application of 

tertilizers, utilize irrigation networks properly, and selectively use and 

popularize sultable agricultural machinery. The subbranch bank in_Lianshui 

County of Jiangsu actively supports the planting of green manure /crops/. 

Ihe subbranch bank of Changtu County of Liaoning supports production teams 

ind commune members in purchasing phosphorous fertilizers in winter to enhance 

fertilizer efficiency. The subbranch bank in Sheithezishi of the Xinjiang 

Uygur Autonomous Region supports the Shihezishi Farm's adoption of the 

breeding technique of mulching with plastic sheets. All these experiences 

illustrate that if we proceed from actual conditions, suit measures to local 

conditions, and encourage collective units, double contracting households and 

specialized households to adopt proven effective scientific techniques, we can 
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“taking responsibility iur output quotas” contracts between 


Stations and epidemic prevention stations on the one hand 
teams, contracting households and specialized households 


Wherever it is necessary, we should combine the credit contrac 
scientific and technical contracts. Another important measure for 


, 


applications of scientific techniques, it is important that 
collective units fully utilize their machinery and other agricultural 


production facilities. 


+. Strengthen investigation and study. Use information i: 


ind production. 


Information work is an indispensable element in the material 


activities of mankind. Its importance has been more and more wide! 
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We did not realize the importance of information. Now the 


r 
al 
a 
v 
04) 


ing 
ensure that 


tion 


past, we only 





recognized, 


production. 


different. To increase grain unit output we need scientific information, and 


necessary information on bringing one's advantages into ft 
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neasures to local conditions and developing economic diversification. 
Development of commodity production requires the monitoring of fast changin 
irket cenditions as well as available accurate and timely information. At 
this conference, experiences reported by the Shanghai branch office and the 
‘hang jiakou central branch office in Hebei show that if we are to avoid 
icting blindly in our work of supporting commodity production and ur 
efforts to accelerate an all-round development of the rural economy, we must 
take into account the economic conditions at home and abroad, and inside an 
uutside the province as well as the county. We should analyze curt t 
production, supply, and marketing conditions, and forecast their futurse 


changes. We should refer to economic information in guidins 


issure that the requiremerts in our national plans corre Yt to t 
of market mechanism; and that our macroeconomic decision-mak 
with the efforts to enliven the micro-aspects of the « t 
under these conditions that production and circulation can be irr 
wthly, thereby enhancing economic effectiveness. 
in reterence to developing economic information work, first, the b 
it all levels should attach importance to it, and put it on dail 
schedules. Second, work should be assigned to the professional 
bus im ftices and specialized organs dealing with information 
out the ork and cooperate with one another. Third, economic 
be set up. Fourth, banks at all levels should operate according t 
principle/ of the division of labor and coordination. While the h 
should be responsible for monitoring macroeconomic conditions, the 
levels should be responsible for collecting microeconomic data for 
Fifth, information collected should be conscientiously sorted out 
so that /meaningful/ market analyses and economic forecasts in be 


rgeanize timely and regular information exchange. 
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Promote comparative advantage in production. Tackle crucial problems. 


China covers a vast area and has a large population. Each geographical area 
has its own exceedingly different natural conditions. Each has its own strong 
ind weak points. Each production brigade, each enterprise unit, and each farm 
household also has its own comparative advantage. Our experience over the 
past 30 years since the founding of the People's Republic has proved that 
iformity” has not always been a suitable policy for use in agricultural 
production. We should suit measures to local conditions, develop what is 
useful and discard what is not, and give full play to our strong points. 
Pursuing the goal of comprehensive development of agriculture, forestry, 
inimal husbandry, sideline production and fishery we should find out where 
these activities can best be carried out and then vigorously develop then. 
In terms of developing individual production specialities, one should find 
out the key problems in the process of production. Our credit funds are 
limited. They should only be applied where they are most needed. It is only 
when they are properly allocated and utilized in a concentrated manner that 
economic effectiveness can be enhanced. We should under no circumstances 
repeat the practice of “uniformity.” Once support to a certain project is 
mentioned, we should not rush headlong into mass action without taking actual 
conditions into account. All things should be concretely analyzed. The 
practice of “doing things in a massive and unplanned way" will certainly 


lower, even negate, economic effectiveness. 


6. Implement the policy of “relying mainly on the plan’.d economy and 
supplementing it with the regulation of market mechanisa Actively promote 
credit contract system. 


The rural economy is a major component of the national economy. As such, it 
should adhere to the policy of ensuring the leading role of the planned 
economy and the supplementary role of market regulation. In view of the 
cnaracteristics of the agricultural sector of the economy, economic planning 
in only be indirectly applied to agricultural production; guidance planning 
in stipulate the tasks under the system of unified purchases and the system 
‘f procurement quotas on the one hand and the growing areas of major crops 
the other. However, which crops should be grown and when they should be 
lanted or harvested should not be set by mandatory planning. If these 
elements are included in mandatory planning, they may complicate the process 
ind make it difficult to implement the policy of relying mainly on the 
planned economy and supplementing it with the regulation of market mechanism. 
\s our rural economy encompasses the production responsibility system that 
includes both “unification” and “diversification,” contracting according to 
pecialization and linking remuneration to output, the process of carrying 
out the policy of ensuring the leading role of the planned economy and the 
supplementary role of market regulation will also become more complex. In 
implementing the aforementioned policy, banks and credit agencies in Wuqing 
County of Tianjin Municipality experimented with a system of the agricultural 
credit contract system that combined the agricultural credit plan with the 
financial plan of the production teams, the procurement plan for farm and 
sideline produce and the supply plan for the means of agricultural production. 
This system succeeded in assisting production, accelerating the implementation 
of the procurement plan for farm and sideline produce, and achieving good 
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ntract. Based on the paid-back amount before the due time, we can 
eriodically calculate the payback to loans ratio and assess the turnover 
reat f funds. In addition, we can accurately estimate the sources of funds 
und decide capital arrangement. If all these were done in a down-to-earth 
manner, our rural credit work would have a new image. The subbranch bank in 
Nanyang County of Henan, in coordination with the country's supply and 


marketing cooperatives, introduced a procedure for managing credit according 
to fixed quotas for the supply and marketing cooperatives at the grass-roots 
levels. We can refer to their experience with regard to the loans issued by 


the supply and marketing cooperatives. 


d. Credit finance should adhere to the principle of "three checks."" This 

point is self-explanatory and we need not go into details. Late last year, 
‘ans units changed from production teams to contracting groups and double 
ntracting households. This created a lot of work for the credit agencies, 

more than they could handle. As a result, some localities became lax in their 

"three checks" work. Problems in loan operation arose rather frequently. 

we should pay close attention to this. 


[he cadres in the credit departments of the bank and the credit cooperative 
should implement the "three fixations" and "four guarantees" of personal 
responsibility system. At this conference, bank branches and credit coopera- 
tives in various localities introduced the personal responsibility system 
under which the personnel in charge, the location and tasks are assigned, and 
the four responsibilities of recording deposits, lending, collection, and 
performance standards are assured to be fulfilled; and the jurisdiction of 
loan consideration and approval is clearly defined. This is a workable as 
well as efficient system. 


4. The leading group must be strengthened. The work of cadre training must 
ind professionalized cadres must be expedited. 


) run an enterprise well requires several "knowledgeable" leaders. This is 

e and more widely accepted concept. Banks are the outcome of a highly 
oped commodity economy. They are the most complex economic organizations 
that evolved under capitalism. Lenin called banks the well-established 
ingeneous institutions" that we the proletariat seized from the capitalists. 


No, I am afraid not. All of us, from the headquarters to the local branches, 
ire not familiar with bankiny and credit-financing procedures. We know even 
less about production in agriculture, forestry, animal husbandry, sideline 
srroduction and fishery on the one hand and the /economic/ law of commodity 
irculation on the other. In all branches, we need a lot of experts who have 
a knowledge of production in agriculture, forestry, animal husbandry, sideline 





production and tishery; ot commodity circulation; of monetary credit; and of 
banking management. Should the leading cadres at all levels try for a few 
irs to seriously combine training in rotatiou on leave of absence, self- 


improvement after workhours and vigorous on-che-job training, and if our 
adres, particularly the younger ones, study assiduously and make unremitting 
efforts, the situation of a lack of specialized knowledge among our cadre 





be stressed. The realization of a crop of young, revolutionized, knowledgeable, 


But in we say that we have now learned how to run these "ingeneous institutions? 
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would be enormously inced, and the economic results of our credit work in 
the countryside, and even all rural banking work, would be raised further 
fhe above eight premises were drived from materials contained in more than 
200 documents, especially trom over 60 papers presented at the conference 


orally or in writing. They are the actual experiences of the branch banks 

at all levels. These experiences manifest the policies set down by the 3rd 
Plenary Session of the llth CPC Central Committee, and comply with the spirit 
of the 12th CPC National Congress. I hope after our comrades return to their 
areas, (1) they will try to understand the discussions we had at this 
conference and grasp its essence; (2) examine the characteristics of the 
local area and apply appropriately wherever possible the relevant experiences 
we cited at the conference; and (3) continuously develop our experiences 
through practice. From a micro point of view, economic effectiveness can only 
be raised to a certain point. However, from a macro point of view, it is an 
unending process. It requires the continual practice and understanding, 
followed by more practice and understanding. The central authorities have 
set raising economic effectiveness as the premise for achieving the overall 
goal of China's overall economic construction. This goal is viewed as the 
basic starting point of all our economic activities. It represents a major 
shift in our economic guiding ideology. We must repeatedly study and firmly 
grasp the guiding ideology for economic work of the central authorities and 
be determined to realize a thorough understanding of this goal of raising 
economic effectiveness. We should all try to attain this goal in all our 
work. This conference marks a very important beginning toward this effort. 
Our comrades in the Agricultural Bank of China and the credit cooperatives 
must strongly support the call of the 12th CPC National Congress. Let's 
unite together, work with a will to make the country strong, and work hard 
toward achieving the magnificent goal of China's economic development 
(28 September 1982) 
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CONSTRUCTION 


COMPLAINTS ON LOW QUALITY HOUSING CONSTRUCTION AIRED 
Harbin HEILONGJIANG RIBAO in Chinese 1 Nov 82 p l 


[Letter from Dong Guoyao [5516 0943 1031]: "The Quality of My New House 
ls Appalling"] 


[Text] Editor's note: A resident in Wangshao Xincun 
[housing area}, Harbin Municipality, has criticized the 
Municipal No 3 Housing Construction Company for its sioppy 
work. This criticism has attracted widespread attention. 
At present, the quality of construction is very poor and 
the construction periods are indefinitely long. This has 
become a common defect among some construction enterprises. 
it will not only bring great losses to the state but also 
seriously jeopardize the prestige of socialist enterprises. 
We hope the leadership of the relevant departments will 
learn from the experiences in Wangshao Xincun and 
thoroughly streamline the work of the construction 
enterprises by changing their business mentality and 
improving their work style. They should conscientiously 
learn from the work teams in Jiangsu and the advanced 
enterprises in the province and ensure their construction 
quality. 


Comrade editor: 


Wangshao Xincun is the first new housing area planned by Harbin Municipality. 
fhe press publicity since the beginning of the construction has fascinated 
many people. However, as one of the first group to move into these new 
houses, I found the quality of construction appalling. The tenants of Tashi 
No 1 House have reported to the relevant provincial and municipal authorities 


on this situation which is now being duly handled. 


But how about the quality of the other houses compared with that of Tashi 
No 1? Let me take the four blocks built by the Municipal No 3 Housing 
Construction Company as an example. In Apartment 303 of No 3 House, the 
windows had no hinges, and the tenant trying to open one of them almost 
received a scalp wound from the falling window. In Apartment 503 of No 2 
House, a window had only one hinge put on, and the wall near it had a crack 
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tion oi a tinger. Some room doors had already 

ne out of shape and could not be closed. Others are so thin that anyone 
oreak them with just one kick. The walls above the windows were not 

perly painted, and there are still many white patches. The location of 

lush toilet was also ill-chosen, because any person sitting on it would 

her have his nose rubbing against the wall or his knees pushing open the 

water tank is leaking. These defects are simply too many to be 


| 
” 


, 


we understand, the state has invested a great deal of money in these 

sing areas. The irresponsibility of the No 3 Housing Construction 

mpany to the state and the people is really intolerable. I hope that you 
ll publish this letter. On the one hand, this letter will serve as a 
iticism of the No 3 Housing Construction Company and as a means of urging 
to improve its work, to solve the present problems, and to give satis- 
tion to the tenants of not only Tashi No 1, but also to all tenants. 

the other hand, | hope these experiences will draw the attention of the 
munity to the need to build better houses. 


Dong Guoyao 
Tenant of Wangshao Xincun 


irks by HELLUNGJIANG RIBAO correspondent: 


the J2nd, the correspondent visited the Harbin Municipal No 3 Housing 
struction Company which undertook the construction of the Tashi House in 
nyshao Xincun, and took a number of snapshots of the newly delivered 

lding. Atter seeing these pictures, people cannot help but ask: How can 
ialist construction enterprise explain to the state and the people 


q ? 
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ption of pictures} A Rotten Core Concealed By a Fine Appearance-- 
Snapshots of Tashi No 1 in Wangshao Xincun 


ie oucside painting is peeling off. 
ie opening for the sewage pipe is crumbling around the edge. 
in the ceiling. 

vertical crack from the top to the bottom of the door-frame. 
». This door haus 24 holes. They were covered with paper and then 


b. This door out to the balcony after being closed leaves a crack of 
half of the width of a finger. 
An ugly patch on a snow-white wall. 

4. The sink outlet is not properly sealed and is leaking. 


,, \ ventle knock with the hand can remove the skirtboard. 











PROBLEMS OF INDIVIDUAL BUSINESSES DISCUSSED 


Beijing ZHONGGUO CAIMAO BAO in Chinese 25 Dec 82 p 1 
f , ’ : , A / } ; , .(3er s AC? ¢ ». rt 
[Article by Li Zhixian [2621 1807 6343] and Gao Yongren [7559 305; SSj: The 
Basic Reason for the RElatively Slow Development of Individual Economy in Bei- 
_ ° ‘ " = 48 : . : —_ ? - ae . 7. FY 
jing Municipality Is Because the Left Ideology Has Not Been Completeiy Clean- 
P] ‘? 
e*¢ [ i 

d Up | 


Text} Individual businesses in the cities and towns of Beijing Municipalit 
ave had some development in the last few years. However, on the whole, the 
development has been relatively slow. Based on investigection:, there are cur- 
rently more than 7,700 individual businesses in the cities auc towns of Bei- 

ing, an increase of only some 1,600 over last year [1981] which compares t 
ui increase of more than 3,200 last year over the year before [1980]. On one 
hand, the “several difficulties" still exist in the livelihood of the peopl: 
in Beijing. On the other hand, the municipality does not have a positive atti- 


eer -A i» ; +4 ‘% } . : j a 7 wees Ln »%? *T"t. = > + ] 
tude towards individual economic development. Why? The reporters recentl 


ind ¢t inswers in meetings with the industrial and commercial administrative 


inagement departments of the 6 regions of East City, west City, Auanwu, C iS 
' neo 1 For ; ¢ Reiitiino The h ‘ fc + } an tS & oe 
wen, wyang, and Fengtai in Bei} ing. ine bDasic reason 1S that tne ieTt 
. . . . * , . - 4 } + 7 , at 
COLOR is not been completely cleaned Up. it 1S refriected in the Toiiow ins 
hi i> 
‘ > Lm ? iti ‘ 
, mean nA r ~ing ] } ra 1 ,€ - ~- 1 ’ _ . wn I ’ ie 
i it . Ww i\a a Apail atiG Ate a n ii Leveis Wi Vel J i€ =, igs 4 t ) i, tLA”™ 
i) msultative conference do not have representatives trom individual isa 
1d the —_, individual busi ean mana mad :, - r And n 7 
»¢ , sii L rie ré are i Lm lviquail opusine SSes ak an"4 mI i NMUAACTI SD « ALi if i¢ 


in iarge of admission to the party and the youth league. The formation ot 


, 
i municipal association of individual workers has been brewing for more than a i 
ear already without results. Some comrades say that the individual business 
is like "a motherless child." During Beijing's party representatives meetin 

1 people’ representatives meeting of this year, the city appearance manage- 

if department of the Fengtai region actually refused co permit the individual] 

inesses to conduct trade on the streets, the reason being that it might af- 

t the appearance and sanitation of the city. After the incident of causing 

ilties to the individual business of Wang Ying [3769 3853] in the East 





region in October of this year, the city appearance management department 


,ok down the signs of individual businesses nailed on the telephone poles. 
When questioned why the signs of state operated businesses were not taken down, 
tne person who took down the signs replied that the telephone poles belonged 


to the state and, thus, state operated signs would not be taken down! 
yntrolled to Death 


Individual businesses are not permitted to set up their trade on the munici- 
pality's 20 large streets. In addition to these municipal regulations, the 
regions also add their own regulations. In the East City region, the develop- 
ment ot individual businesses is not permitted on 38 of its streets. Individ- 
ual businesses are also not permitted to trade on streets jointly managed by 

2 offices. Because of its designation as a "civilized-courteous” street, the 
few individual businesses along the several li of Nanxinhua Street up to Hu- 
fang Road in Xuanwu region have been ordered to close down. 


Making Things Difficult 


The Fengtai Clothing Company ceased to pay pensions to retired personnel engag- 
ed in individual businesses in April of this year. The Bureau of Industry and 
Trade argued against this, showing documents issued by the municipality, but 
the leader of a clothing plant actually said: "Not to mention documents from 
the municipal government, even if they were documents from the central govern- 
ment, we still would not pay!" There were originally two state-operated shoe 
repair shops on Fengtai Street. Because of poor business, they switched to 
‘ther businesses. To solve the difficult problem of shoe repair for the masses, 
the regional Bureau of Industry and Trade developed two individual shoe repair 
inesses. The street office actually interfered giving the reason that they 
iffected the city appearance and views," forcing the two businesses to move 
a prosperous area to ar put-of-the-way area and then from the out-of-the- 
area to the vard of the ngtai Hotel. The office personnel then came to 
yard to levy a penalty. The two individual businesses had no choice but to 
ise operating in July of this year. 


ey 
4 


ple suffer from the "red eye sickness" of equalitarianism, becoming red 
eved when they see individual businesses meking money, and find all kinds of 
squeeze the individual businesses. Shen Yuechuan [3088 2588 1557] oper- 
ited an individual shoe repair business outside the Caoqiao Store of the Huang- 
tugane Sales Cooperative. The store insisted on collecting a "land sanitation 
" ot 50 cents each time. Hao [6275], an individual trader, went to the 
iizivu Brigade of the Changxindian Commune to sell deep-fried twisted dough 


ticks. The brigade used the excuse of "dough stick management fee" to collect 
‘0 cents from him. Some of the street offices force individual businesses to 
ike on personnel and, disregarding the objections of the individual businesses, 
ilaterally sign contracts for the addition of the personnel and also specify 
e wages and food subsidy and other welfare conditions for the personnel in 


the contract. If an individual business does not foilow the contract, it is 
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FOREIGN TRADE 


YUNNAN ACTIVELY PROMOTES EXPORT OF CLOTHING 
Kunming YUNNAN RIBAO in Chinese 8 Oct 82 p 2 
[Article by Lin Jiayu [2651 1367 3842}] 


[Text] During the progress of the economic readjustment and the opening 
up to foreign trade during the past couple of years, the foreign trade 

and clothing industry departments have worked closely to organize flexible 
diversified channels of clothing export. They exported 340,000 pieces of 
clothing between January and August of this year, earning more than $l 
million, a new page in the export trade of Yunnan. 


Yunnan began exportiiuzg clothing in 1980. At that time it only made 
clothing for foreign customers who provided material and designs because 
Yunnan which had never exported clothing before did not know how to deal 
with the fluctuating foreign clothing marke: requirements. Benefiting 

from more than 2 years of practice plus better understanding of foreign 
clothing market requirements have enabled it to export clothing made of 
domestic and imported materials. In 1980 it exported over 18,000 pieces 

of processed clothing and received $10,000 for labor and expenses. In 

1981 it exported over 148,000 pieces of clothing, and earned over $60,000 
for labor and expenses. Tl number of export clothing processing plants 
multiplied as the clothing port business expanded. There was only one 
plnat in Kunming in 1980. N. + there are 11 plants located in 5 cities, 
namely, Kunming, Tonghai, Gejiu, Jianshui and Mengzi. Moreover, through 
technological exchanges with foreign customers, they have imported 135 

sets of clothing processing equipment, including 5-threaders, double-needle 
machines, button hole cutters, button-sewing machines, embroidering machines, 
round-head button hole sewing machines, steam irons and electric cutters. 
Now the varieties of clothing for export from Yunnan have also increased. 
They include European-style suits, children's apparl, shirts, embroidered 
clothes, jackets, and workers’ apparel for export to Hong Kong, America and 
the Middle East countries. 


5360 
CSO: 4006/162 





LABOR AND WAGES 


DISTRIBUTION ACCORDING TG LABOR EMPHASIZED 


Guangzhou YANGCHENG WANBAO in Chinese 22 Dec 82 p 2 


[Article by Mei Deying [2734 1795 6892]: "Persist with ‘Distribution According 
to Labor’ and Oppose ‘Labor According to Remuneration'"] 


[Text] In our present stage of socialism, we must practice th 

"each to his best ability and distribution according to labor.” 

time, we must promote the communist work attitude. These two are m 

fied with each other and mutually supportive and mutually formative. 

not be separated and they cannot stand on opposite sides of each 

some comrades do not understand this. They say "since we practice ‘distribu- 

tion according to labor,’ I can ‘labor according to remuneration’. It would 

not be wrong to hold this attitude.” Actually, this viewpoint is v incor- 
In practice, it is also extremely damaging and must be firmly corrected. 


Know that "each to his best ability and distribution 
‘rrinciple of distributing individual consumer produc 
ialism. It requires that every worker labors for socis 
The society then distributes consumer products according 
quality of labor provided by each worker after making 
In the socialist society, because the development of pr 
reached the stage tor products to reach the degree of ve 
the “condition of forcing people to obey distribution of 
ive’ has not totally disappeared. The "three large differenc: 
ideological influence of the capitalist class and 
leaned up. And labor has not changed from a means 
first requirement of people's livelihood. lc is still a 
to obtain an income to satisfy nis own living requirements. 
sution of consumer products for individuals can only use labo 
;o that labor remuneration reflects differences in labor, more 
muneration, less labor less remuneration, and distribution accor 
"Each to his best ability and distribution according to labor" 
the public ownership system of socialism. It is a basic refut 
tribution system ot peopl exploiting people established 
private ownership system and it is a big step forward 
principle is appropriate with the level of productive 
ociety and the degree of awakening of the people. 
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if i Materiai bDenerits, it ain arouse the positive- 
t ushes forward the devel pment : Ss ial produc- 
tice of the principle of distribution a rding to labor 
ias its objective necessity. 
ng t abor’' and “labor according to remuneration” have 
e. me is the difference in position occupied by the 
n according t abor”™ establishes the worker in the master 
mic livelihood. It truly unites the rights and respon- 
for oneself and working for society. “Labor according 
ly transforms work into a type of responsibility to pay 
places oneself in the position of an “employed worke:.” 
ference in guiding ideology. "Distribution according to 
"each to his best ability” before it. It requires every 
iety to the best of his ability and it correctly handles 
nefits of the state, the collective organization, and the 


ding to remuneration” is merely to labor for oneself 


ything starts with money. For the purpose of gain- 
e benefits of the state and the collective organiza- 


. 


illing to work half an hour longer than others and 


le less remuneration than others.” The third is 


‘sults. “Distribution according to labor" can arouse 


kers. It pushes forward the strengthening of the 
socialist productive materials and the development 
“Labor according to remuneration” cannot correctly 


the workers. Moreover, it easily brings out the 
' , ‘ . I ‘ . . 
work less and gain more, develops the egoistic 
? 


the money, and causes the public ownership system 
- ~ 1, hora , + Sn Af Faroar c hatwaar 
4 ii) set th it & iat Te are DaS it Gili atiat n< Co >« .vwcei 
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labor ind labor ac< ording to remuneration. ne 
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together anc equate them to each other. 1O treat 
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eration as distribution according to labor is a 
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according to labor and it is also a big obstacle 
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he fact that the practice of the principle of distri- 


; a gigantic revolution of the human ciety s dis- 


as its certain limitations and certain weaknesses 


nder most conditions, distribution according to 

mm a general basis. Because society's work has many 
production there are also many types of work where 
ite way to compute the quantity of labor, it is 
iccurately provide remuneration according to the 
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EP-wWATER HARBOR TO BE BUILT IN MEIZHOUWAN, FUJIAN 
izhou FUJIAN RIBAO in Chinese 2 Nov 82 p il 
Article "Develop Meizhouwan Bay, Build Deep-Water Harbor™} 
ext}| On 29 October, the leading comrades of the provincial party committee 
id the provincial government went to Xiuyu and Xiaocuo on both banks of 
-izhouwan Bay on a survey trip. Their boat cruised around Neiao in the 
iy for a close observation, Listened to the reports of experts and engineers 
the spot, and examined the scientific numerical data and confirmations 
tained in the past several years as well as the tentative proposals for 
w development of Meizhouwan Bay. The leading comrades of the provincial 
irty committee and provincial government unanimously agreed that since 
izhouwan has the unique natural advantages of deep water and wind shelter, 
1e hould, on the basis of repeated investigations and deliberations, 
rk out the development plan, enlist state support, attract foreign funds, 
por idvanced technology and rely on the hard struggle of the people in 
e provinces to develop Meizhouwan into a large multi-purpose deep-water 
wirbor and to build a large industrial zone. These projects will lay a strong 
dati for the socialist modernization in the province and will contribute 
the economic construction of the whole country. 
wan is located in the central portion of Fujian's eastern coastline. 
it the center of the navigation routes from Fuzhou to Xiamen and from 
gai to Guangzhou, being 178 nautical miles from Jilong in Taiwan, and 
17 nautical miles from Hong Kong. Its location is ideal for berthing the 
ips which sail in and out of the province and for their loading and 
bua Le 
i wan is surrounded by mountains on three sides. At the mouth of the 
Meizhou Island; 5 nautical miles inward are a chain of small islands, 
Panyu Island, Dazhuyu Island, Xiaozhuyu Island and Xiaoshuangyu 
Laan tretching from northeast to southwest. Another 7 nautical miles 
rele in are the Lyoyu Island, Hengyu Island and Yangyu Island in a row, 
rving a screens to weaken the high waves from the Pacific Ocean. Here 
ercent of the waves are O.1-0.2 meters high, and the highest ones are 
re than 1.4 meters. It has been reported that when high waves were 
irging outside Meizhouwan, the waves near Panyu and Dazhu islands in the 
iy were not higher than | meter, while in Neiao behind Luoyu and Hengyu, 
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ears, apart from an overall survey and the planning 
struction already began in Xiuyu. In January 
rt in Meizhouwan--the Xiuyu salt transshipment wharf, 
the past, the salt fields in Putian and Huian had problems 
€ ise of transportation difficulty. Now these probleas 
The mstruction of a commercial wharf for 3,000-ton 
eeding in earnest. On 25 July last year, the first 
Xiuyu to Hong Kong was made. From this, we can imagine 
ual and all-around development of Meizhouwan, this harbor, 
1 was proposed by Dr Sun Yatsen in 1921 in his book 
truction of the Country" but not accomplished during his 
appear in the southeastern shore as an impressive 
mrade said: The superiority of Meizhouwan is a mysterious 
ind it will show its mysterious power in making the 
KET Map of Meizhouwan 
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TRANSPORTAT LON 


PRACK-LAYING FOR FUYANG-HUAINAN RAILWAY COMPLETED 


Beijing RENMIN RIBAO in Chinese 13 Nov 82 p ] 
(Article: ‘"Track-Laying for the Entire Length of Fuyang-Huainan Railway 
Completed Ahead of Schedule" ] 


[Text] According to a report by RENMIN TIEDAO [PEOPLE'S RAILWAYS] of 12 


November, the tracks for the Fuyang-Huainan Railway, specially built to 
iccelerate the construction of coal bases in the areas north and south of 
Huaihe River, were successfully joined at Fuyang Station on 10 November. 
frack-laying for the entire length of the railway was completed 51 days ahead 


rT scneduie. 


Fuyang-Huainan Railway, in Anhui Province, is a trunk line for coal 
transportation, joining the coal bases north and south of the Huaihe River. 
lt begins at Huainan Station, crosses the Huaihe and Xifeihe Rivers, passes 
Panji, Xie Qiao and some other newly opened mines and terminates at Fuyang. 
Its total length is 125 kilometers. The coalfield on both banks of Huaihe 
River is so tar the largest one discovered south of Huanghe. The completion 
of Fuyang-Huainan Railwa‘ will not only be of great significance in expediting 
the construction of the co | bases, but will also play a positive role in 


improving transportation in the Eastern China areas away from the coasts. 


ee Ca e on next page| 
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[ANGXI RAILWAY OPENED TO TRAFFIC 


GONGREN RIBAO in Chinese 1 Oct 82 p l 


le: “Anhui-Jiangxi Railway Begins Regular Operation to Greet National 
[The Wan-gan Railway, which runs between Anhui and Jiangxi, formally 
its operation on 1 October. 


lway, with a total length of 551 kilometers, terminates at Huolonggang 
near Wuhu in Anhui Province in the north, and at Guixi in Jiangxi 
in the south. With this line open to traffic, railway transportation 


Vanjing to Yingtan is no l equi é tour to Shanghai 
jing ¢t i onger required to make a detour to Shanghai 


thus reduce the distance by nearly 300 kilometers. It will also 

eviate the present strain on the transportation lines between 

and Ningbo, Shanghai and Hangzhou, and between Zhejiang and Jiangxi, 
i positive role in improving the transportation facilities in the 

China areas. Furthermore, since this line passes through the 


is region in southern Anhui, Huangshan and the "porcelain capital" 


ien; and the areas along it produce a great deal of bamboo, timber, 


ng” and "“Tunlu” teas--which are famous at home and abroad-- 
paper and inkslabs, it will play an important role in developing 
rtation in mountainous areas, bringing prosperity to the areas 


i@ line and promoting tourism in Huangshan. 


lway was built section by section. The section between Guixi and 

the thern end was completed and has been in operation for a long 
e laying of tracks for the section between Hyolonggang and Liyac 
uuth of Jingdezhen, totaling 406 kilometers, was completed on 


4 
the arduous efforts of @he workers and staff members 
uurth tngineering Bureau of the Ministry of Railways. It was 
planned that this section should @ormally begin its operatior 
1983, but the schedule was advanced to suit the requirements of 
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rational and the bridges, tunnels, communication signals, water drainage 


ene 1 liet 


[CHENG-LIUZHOU RALLWAY REPORTED NEAR COMPLETION 


seijing GONGREN RIBAO in Chinese 16 Nov 82 p l 


and 
’ 
° 


ticle by Wei Wei {2607 3634] and Fa Le [4099 8021]: "Zhicheng-Liuzhou 
:ilway Passed Acceptance Check, Will Soon Be Handed Over to the State for 


7?) 
. j 


eration | 
Text] Zhicheng-Liuzhou Railway, which joins the provinces of Hubei, Hunan 
uangxi Autonomous Region, has recently passed the acceptance check by 
e relevant state commission. The right-of-way of this line was deemed 
-ring and quality of the railway in general were found to be up to 
tandard. After many year's temporary operation, it is basically ready 
be handed over to the state for operation. It has been decided that the 
ite will take over this line for operation beginning the coming New Year 


1icheng-Liuzhou Railway is another trunk line running between the north 
.e south, parallel to the Beijing-Guangzhou Railway. It originates 
the terminus of Jiaozuo-Zhicheng Railway in the north, and, after passing 
Yidu, Songzi, Shimen, Jishou, Huaihua, Sanjaing, Rongan, it 
ites at Liuzhou, which is also the terminus of the Hunan-Guangxi 
ilway. It is 885 kilometers long, and its operation is of great 
.iticance in promoting the exchange of materials, reducing the pressure 
ing-Guangzhou Railway, speeding up the exploitation and transportation 


ind phosphate ores, strengtnening natilonai unlty ance consolidating 


jefen 
tion of this railway began in 1970. The technical standards are 
work ‘s arduous. There are 396 tunnels of a total length of 
Kilometers; ‘70 bridges with a total span of 52.5 kilometers; and 88 
ie Fourth Survey and Igesign Institute of the Minist.y of 
WAYS, wii was responsible for the design, the Second and the Fourth 


ineeriug, Jureau and the Bridge Engineering Bureau, which were responsible 
istruction of the railway, and the broad masses of civilian 
rker in Hubei, Hunan and Buangxi had to overcome many difficulties 
ri iving all the tracks by the end of 1978 and before its temporary 
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-PURPOSE BRIDGE ACROSS HUAIHE RIVER COMPLETED 
ing GONGREN RIBAO in Chinese 1 Oct 82 p l 
icle: "First Dual-Purpose Bridge Across 1,000-li Huaihe Completed" ] 


After 2 years' efforts on the part of the workers and staff members 
i Bridge Engineering Bureau of the Ministry of Railways, the Huaihe 


ye, a key project of the Fuyang-Huainan Railway, has been completed. 


is the tirst bridge across the 1,000-li Huaihe River to be used for 

iilway and highway. To meet the requirements for the construction 
ises in the areas south and north of Huaihe in order that the 

stment will have its return as soon as possible, the highway portion has 

opened for traffic ahead of schedule, after discussion by the Ministry 

:ilways and the Anhui provincial authorities. 


ipressive bridge is of two layers. The upper layer is used as a 


way with a total length of 3,195.6 meters. It is l1l meters wide and has 


ter pedestrian path on each side. The lower layer is to be used for 
, > raf leas with 31 lanoth Q 6 morarc Thtc fe _ 
-tracx raliway, wlth a total length I 3,429.5 meters. inis is the 


“4 4 4 j . } } | } , ‘, - ; ) , vy ; > ‘ | y 
ridge tft be used as DOtTN Algnway and raliway, artter the vanjing 


ridge i ocated in the Western suburbs of Tianjian District in 
Municipality, Anhui Province. Like a color ribbon across the river, 
ined together the highway and the railway in the north and the 
lon and pe ration wili [ lay an import int role in 
é truction of the coal bases and transporting the coal out 
ice 
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GUANGMING RIBAO' OUTLINES RAILWAY CONSTRUCTION PLANS 
Beijing GUANGMING RIBAO in Chinese 26 Nov 82 p 2 
[Article: "Railway Construction in Our Country Now and in Future"] 


[Text] The 12th National Party Congress has treated railways as one of the 
strategic priorities in the development of national economy. Railways will 
be a necessary means to quadruple the total industrial and agricultural 
output value in our country by the turn of the century. By that time, the 
volumes of passenger and freight traffic will be at least doubled. How 
shall we build a railway network which is suitable for our national 
conditions, fairly modernized, of a fairly large scale, and able to link 
together all parts of the country? The data supplied by the concerned 
departments of the Ministry of Railways show that in the first 10 years, we 
will have to strengthen the technical transformation for the operating 
railways and build new trunk lines to meet the urgent needs of coal 
transportation and to link the ports with various localities as well as a 
number of connecting lines and feeder lines as a foundation for development 
in the next 10 years. All-out efforts are now being made in railway 
construction which includes the use of double-tracks for the busy lines, 
the improvement of auxiliary facilities, the expansion of intersection 
stations, the increase in the necessary passenger and cargo handling 
equipment, and te raising of the comprehensive transport capacity. After 
the transformation of some railways, electric or diesel locomotives will be 
used for hauling. 





The present focus of work is to solve the problems of transporting coal from 
the west to the east and from the north to the south and the transformation 
of some trunk lines. 


Among the railways to be transformed for electrification are the Beijing- 

Baotou line, the Longhai line, the Shijiazhuang-Taiyuan line, the Taiyuan- 
Jiaozuo line, the Beijing-Datong-Puxian line, the Huana-Guizhou line, and 

the Guiyang-Kunming line. 


After the transformation of these lines, we will be able to bring into play 
the strong points of electrified railways, such as their strong hauling 
capacity, lower energy consumption, good economic results and the freedom 
from environmental pollution. The transport capacity of those sections which 
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have heavy traffic, high gradients, and many tunnels will be rapidly 
increased. At the ~ime time, it will greatly raise the ratio of electrified 
railways in our count: ». 


Among the railways which will have double-tracks are the Shijiazhuang- 
Changde line, the Jiao-Ji line, the Shanghai-Hangzhou Line, the 
Zhejiang-Jiangxi line, and the Nanyang-Datong-Puxian line. Transformation 
of the other lines will include transformation of the signal equipment, 

the increase of stations or sidings, and so forth. The completion of these 
tasks for operation will greatly increase the capacity for transporting coal 
from the west to the east and from the north to the south. 


Construction is about to be started, or is now in progress, on some new 
lines. They are the Beijing-Qinhuangdao line of a total length of 272 
kilometers (a double-track electrified line), the Xinxiang-Heze line of a 
total length of 310 kilometers. After completion, they wili become important 
routes for coal to be transported out of Shanxi. The Qinhuangdao-Datong 
line of 650 kilometers--construction of which is now in preparation--will 
also become an important route for the transportation of coal out of Shanxi. 
The Daye-Shahejie line will be a shortcuc from Hubei to Jiangxi. After its 
completion, the distance to be travelled between Wuhan and Nanchang will be 
much shortened. 
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[see key on next page] 
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Key: 
1. Baotou A. Baodou-Qinhuangdao line 
2. Shacheng B. Beijing-Shenyang line 
3. Shenyang C. Shijiazhuang-Taiyuan line 
4, Datong D. Shijiazhuang-Dezhou line 
5. Beijing E. Jiao-Ji line 
6. Qinhuangdao F. Xinxiang-Heze line 
7. Fengtai G. Yanzhou-Shijiusuo line 
8. Tiarjin H. Jiaozuo-Zhicheng line 
9. Taiyuan I. Daye line 
10. Dezhou J. Shanghai-—Hangzhou line 
ll. Jinan K. Hunan-Guizhou line 
12. Qingdao L. Zhejiang-Jiangxi line 
13. Shijaizhuang M. Guiyang-Kunming line. 


14. Lanzhou 

15. Changzhibei 
16. Heze 

17. Yanzhou 

18. Shijiusuo 
19. Jiaozuo 


20. Loyang 
21. Xinxiang 
22. Baoji 


23. Fengfuling 
24. Zhengshou 
25. Xuzhou 
26. Lianyungang 
27. Zhicheng 
28. Wuchang 
29. Nanjing 
30. Shanghai 
31. Daye 
2. Shahejie 
33. Jiujiang 
34. Zhuzhou 
35. KXiangtang 
36. Hangzhou 
37. Guiyang 
38. Kunming 
39. Guangzhou 
40. Newly constructed lines 
41. Reconstructed lines 


9411 
CSO: 4006/153 
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GENERAL 


ECONOMIC DEVELOPMENT, POPULATION GROWTH 
Guangzhou GUANGZHOU RIBAO in Chinese 25 Nov 82 p 4 
[Article by Li Hanbo [2621 1383 2672] and Song Zhuoya [1345 0587 1246]] 


[Text] The inspiring magnificent blueprint shown to the people of the 
whole country in the report of the 12th CPC Congress calls for all-out 
efforts to "quadruple" China's total annual industrial and agricultural 
output value, and to make the material life of the people reach "a level 

of moderate comfort" by the end of the century. To realize this strategic 
target, a satisfactory solution to the problem of agriculture mu-t be 
stressed, in addition to the problems of energy resources and communications, 
and education and science. It calls for special efforts to implement 
effective family planning in the battle to contain China's population under 
the 1.2 billion ceiling by the end of the century. As for Guangdong, 

while we strive to realize the strategic garget of quadrupling the economic 
development, we must also strive to limit the population of the whole 
province to less than 70 million and that of Guangzhou to less than 6.5 
million. These two areas of "striving" and the "quadrupling" are closely 
releated. 


The "quadrupling" requires that the total annual industrial and agri- 
cultural output value should increase from about 31 billion yuan in 1980 

to about 120 billion yuan by the year 2000. The most important condition 
for reaching this objective is to limit the population to less than 70 
million. That is to say, "quadrupling" and "70 million" complement each 
other and are interdependent. If the populationof Guangdong exceeds the 

70 million mark by the end of the century, the four modernizations will 

run into many obstacles, the three strategic problems will find on 
satisfactory solutions, and the quadrupling of economic development will 

be threatened. According to estimates by experts, the impact of population 
growth on the rate of production in some Third World countries is that every 
p:.cent of population growth cuts back the rate of production by about 

l percent. If this is applied to the population of Guangdong, its annual 
population growth should be 1.06 percent so that its populatoin does not 
exceed 70 million by the end of the century. If it increases at the 
current birth rate of 2.6 (i.e. 2.6 children per couple), the population 

of Guangdong by the end of the century will be 80,706,000, and the annual 
population growth will be 1.98 percent, up by 0.92 percent. Suppose the 
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total industrial and agricultural output valve increases at an annual rate 
of 7.2 percent between 1981 and the year 2000. If the population reaches 

80 million instead of 70 million, the annual rate of increase of the total 
industrial and agricultural output value will drop from 7.2 to 6.22 percent. 
Figured at such a lower rate of increase, the total industrial and agri- 
cultural output value of Guangdong by the end of the century will be 113.2 
billion yuan instead of over 120 billion yua~. The "quadrupling" target 
will not materialize. This shows clearly the impact of uncontrolled 
population growth on the rate of the increase of the total industrial 

and agricultural output value. 


We must note not only the impact that a population over the 70 million mark 
has the our whole strategic target but also how it hampers the people from 
reaching a level of moderate comfort, materially and culturally. We all 
know the economic .trength of a state and a province, and the standard of 
living of the people are measured by the total industrial and agricultural 
output value and the national income as well as by the average income of 
the individuals. If we relate the total output value and the national 
income, on the one hand, and the population, on the other, as numerator 

and denominator, the total industrial and agricultural output value which 
forms the denominator is in inverse proportion to the average individual 
income. This means if the total industrial and agricultural output value, 
and national income grow faster than the growth of population, the economic 
strength of the state or province will become stronger, and an acceptable 
level of material comfort will materialize much faster. If this does not 
occur the program toward an acceptable standard of living will be checked. 
By the end of the century, if the annual total of industrial and agricultural 
output value actually quadrupled, the per capita annual total industrial 
and agricultural output value would be 1,777 yuan if the size of the 
population stayed within the 70 million limit. If the total population 
were 80,766,000, the per capita annuai total industrial and agricultural 
output value would be only 1,541 yuan, a drop of 235 yuan. As a rule, the 
national income is about 50-60 percent of the total industrial and agri- 
cultural output value. Thus, if the population were 80 million instead 

of 70 million, the per capita national income would be less than 800 yuan 
instead of over 900 yuan. If the national income were distributed to the 
masses as consumption funds, the impact of the size of population on 
production would be even more obvious. These figures represent only one 
aspect of the problem, and we must especially note the serious social 
problems which accompany rapid population growth. 


If the population of Guangdong begins to grow from its current total of 
59 million to 70 million, it will already be a considerable burden. If 
it reaches 80 million, adding an additional 10 million, it will intensify 
the contradictions in all areas. Take the accumulation of capital for 
economic construction for example. If 10 million more people were born, 
and suppose the cost of raising a child is 2,955 yuan, the total would 

be nearly 300 million yuan [as published]. If the annual food ration for 
each is 800 jin, the annual total would be 8.5 billion jin of grain. A 
total of 30 billion yuan would be sufficient to build 85 petrochemical 
plants like the one in Guangzhou, 2.2 billion square meters of dormitory 
space, or 1,849 chemical fertilizer plants, each producing 50,000 tons 
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per annum. This demonstrates that rapid population growth is bound to have 
a serious impact on t rccumulation of capital for economic construction, 
and slow the rate of economic development. The report of the 12th CPC 
Congress points out: "Rapid population growth will affect not only the 
increase of per capita income, but also the supply of food and housing, 
cducational and employment requirements. All these might become so 

serious as to affect social stability." The affe-t of these unfathomable 
threats may pose even more extensive and far-reaching effects. 


The rate of economic development of Guangdong since the founding of the 
PRU has been rather rapid. The total industrial and agricultural output 
value increased 8.3 times between 1949 and 1980, at an annual rate of 7.5 
percent, higher than the national average. This rate of economic develop- 
ment is comparatively fast. Why, then, has Guangdong failed to change its 
economic backwardness and raise to a certain degree the standard of living 
of its people? One of the major reasons is rapid population growth which 
thwarts the development of the national economy. The national income of 
Guangdong in 1980 was 7.1 times higher than that of 1952, but the average 
per capita national income increased only 3.77 times. The total consump- 
tion in 1980 was 5.02 times greater than that in 1953, but the per capita 
consumption increased only 2.3 times. The toatl amount of grain produced 
in Guangdong in 1981 was 35.9 billion jin, 1.47 times higher than that 
produced in 1949, but the per capita share of grain increased only 0.28 
times. The total industrial and agricultural output value of the 
municipality of Guangzhou in 1980 was 22 times more than that of 1949, but 
the per capita total output value increased only 10.56 times. Its total 
grain production increased 1.39 times, but the per capita share of grain 


increased only 0.18 times. The population of Guangzhou has increased 100.2 
percent in 30 years, higher than both the provincial and national levels. 
Both Guangdong Province and the Municipality of Guangzhou are beset by 
serious problems of farmland, employment, housing, education, and labor 
productivity which are largely responsible for retarding the materialization 
of the socialist production targets. 


In a word, family planning is an important strategic measure in the 
magnificent program worked by the 12th CPC Congress. We have an arduous 
task in containing the population of Guangdong within the 70 million mark. 
According to this year's general census, the total population of Guangdong 
by the end of June 1982, was over 50 million and may reach 60 million by 

the end of the current year. The State Family Planning Commission has 
directed Guangdong to limit its total population to 69.4 million by the 

year 2000. This means the net population growth in the next 18 years should 
not exceed 9.4 million, the average annual population growth should stay 
within the 550,000 mark, and the number of births should stay at about 
900.000. In the period of 12 years after 1985, Guangdong is expected to 
face a baby boom period as 700,000 couples will get married each year, and 
they may give birth to 700,000 babies per year. Consequently, we must ask 
each urban couple to bear no more than one child. In the villages, each 
couple should be encouraged to bear no more than one child, there should be 
strict control of second birth, and prohibition of the birth of a third 
child. If we do our work well enough, we will be able to contain population 
growth and achieve the strategic task of economic construction. 
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